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IN 1950 


By E. Stuart Kirby 


At the New Year, some stock- 
taking is timely. It may well be- 
gin with a general assessment of the 
developments in the past year. In 
China particularly, 1950 saw changes 
on a grand scale. Any summary 
estimate of the results is necessari- 
ly a personal opinion, and that is all 
the following claims to be. Week 
by week detailed information and 
commentary has been given by the 
FAR EASTERN ECONOMIC RE- 
VIEW. In _ retrospect, the main 
issues of 1950 appear to have been 
somewhat as follows. 


Winter 

The year opened with Shanghai— 
which stands for much the greater 
part of all China’s trade and indus- 
try—almost ata_ standstill. The 
Yangtse estuary had just been min- 
ed. Some trade was maintained 
indirectly, through North China 
ports and along the congested rail- 
way between Shanghai and Tientsin, 
but it was small by pre-war stan- 
dards. Trade between Hongkong 
and Canton had barely resumed. A 
certain austerity was being imposed 
on the common people by the new 
regime, in North and South China 
alike, in such matters as official dis- 
approval of gay clothing, beauty 
parlours and other frivolities. Com- 
munists were already saying that 
the concentration of China’s indus- 
trial and commercial development in 
Shanghai and other ex-‘Treaty 
Ports” was unnatural, a relic of the 
era of Imperialism, that it would be 
abolished, and much of this indus- 
try would be transferred inland and 
northward. To people in other 
countries the doctrine appeared un- 
convincing, and the practice seemed 
to show already complete subjection 
to Russia’s war-plans—in the light 
of which Shanghai and other coastal 
areas were vulnerable (even so 


weak a blockade as that of the Na- 
tionalists), so that Russia required a 
concentration of industrial facilities 
in the North. Inflation was raging; 
no one could foresee the future. 


It was in this situation, at a very 
dark hour in China, that Great Bri- 
tain recognised the People’s Govern- 
ment. The entire lack of any ap- 
propriate response to this un- 
equivocal and constructive gesture, 
on the part of Peking, which pro- 
fessed a desire for friendly contacts 
with the common people all over the 
world was—at an hour when China 
needed more than ever all her 
friends—a disappointment which 
may go down in history. Instead, 
Peking posed conditions for accept- 
ing recognition. Such a thing has 


never before occurred in inter- 
national relations. There was even 
a tendency, assuming the other 


party’s weakness, to bully and make 
inordinate demands. Thus the only 
result for Britain, though her action 
was distinctly to the distaste of the 
United States, seemed to be increas- 
ing condemnation as a “running dog”’ 
of the U.S.A. Obviously, the world 
concluded, China was speaking with 
the Russian Master’s voice. 


Spring 
As winter passed, the spring 
brought swift improvement. The 


relative efficiency and integrity of 
the new administration were strik- 
ing. China had had, from time im- 
memorial, grave corruption and in- 
efficiency in the administration. 
These features now largely  dis- 
appeared, in a rapid “overturn” in 
all the offices. People with long 
memories recalled that the KMT Re- 
volution had achieved similar ef- 
fects, about 25 years ago: but the 
present reform appears more radical 
and will, it is hoped, be more per- 
manent. It is to be noted, at the 


same time, that the administration is 
now more than ever a “class wea- 
pon”: any transactions of which the 
authorities approve are magically 
expedited, but those disapproved are 
still hampered by the utmost bureau- 
cratic delay and discouragement. 
Nevertheless, this reform brings more 
than proportionate returns. It was 
directed mainly to the fiscal field. A 
level of high, often punitive, taxa- 
tion was maintained. The great 
drive for ‘Victory Bonds” was re- 
lentlessly pursued. Subscription to 
these was “voluntary’’—like military 
service in Korea. All prices were 
pegged to those of staple foodstuffs. 
The results were sweeping; inflation, 
and the rise in the cost of living, 
were drastically checked. 


Persuasion and repressive action— 
in Shanghai especially—were now 
directed against the workers. Hi- 
therto, they had been encouraged or 
supported in making inordinate de- 
mands against the employers; now 
these demands were discouraged, in 
the name of “the common benefit 
of labour and capital.” Like most 
Communist slogans, this was grandly 
adapted for “having it both ways”— 
the name of the rights of labour, the 
employer found himself suppressed, 
then (to uphold the rights of “peo- 
ple’s capital”) the workers found 
themselves restrained, both parties 
finally losing. The State and pri- 
vate “sectors” of enterprise were 
broadly defined: all “key positions” 
and basic processes being in the 
former, the latter found itself sub- 
ordinate, and was “integrated” into 
an elaborate “control system.’ The 
urban situation was thus clarified, by 
methods that might be described as 
economic terrorism. 


Meanwhile, the rural situation was 
somewhat stagnant. Hitherto, Chin- 
ese Communism had been “rural- 
based.” On the occupation of the 
main cities, all energies and all the 
picked men had to be switched to 
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urban and industriai fronts. This in 
itself was a certain confession of 
weakness; the prospect is broadly of 
the new regime being hardly able 
to deal with more than one sector or 
group of problems at one time, of its 
being unable to produce the overall 
long-term plan that China needs, 
and of its proceeding in a series of 
zigzags. This is no doubt fundamen- 
tally in the spirit of the Marxian 
dialectic, but it cannot ensure con- 
fidence cither at home or abroad. 
China remains divided into half a 
dozen mein regions, confirmed by 
the administrative pattern of the 
People‘s Government, each in a dif- 
ferent social and economic condition, 
at different levels of development 
and at different stages of the Politi- 
eal and Social Revolution. And it 
seems increasingly plain that—sub- 
gervient to the most powerful and 
basic of all the factors at work, the 
strategic nians of Russia—develop- 
ment and real investment is over- 
whelmingly to be concentrated in 
the North, while the South is com- 
paratively “expendable”, as a 
secondary or buffer zone. This seem- 
ed brutally evident in the Sino-Soviet 
Treaty, which provided for Russian 
loans for the rehabilitation of Man- 
churia and the special development 
of the North, in return for the sup- 
ply of raw materials from the South. 
At the time the rural reform pro- 
grammes were widely halted, in the 
sprine. a new sense of basic in- 
stability in policies was thus becom- 
ing clear, and it was widely coupled 
with an increasing realisation of the 
full: nature of China’s subordination 
to Russia. 


Summer 

The summer opened with famine 
raging in some parts in China. Apart 
from this, conditions in South China 
were those ef complete slump, though 
in North end East China there were 
ecntinued improvement. In Man- 
churia there appears to have been 
distinct progress on lines much 
closer to those of the Soviet Union 
proper than of China, and under 
closer Russian control. Russian 
advisers and technicians were in 
Shanghai and the northern cities. 
The blockade was largely broken, 
and coastwise shipping had increas- 
ed, with some remarkable changes in 
routing (e.g. via Korea, ete.) and in 
the relative importance of some 
coastal ports (e.g. increasing pro- 
minence of Swatow). The under- 
lying sense of insecurity, with trade 
patterns constantly shifting, basic 
policies variable at a moment’s no- 
tice, contrasting conditions in dif- 
ferent paris of China, and local al- 
ternations between depression and 
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comparative prosperity, remained an 
essential feature. At this stage, the 
invasion of South Korea by the 
North Korean forces occurred, and 
the whole future of the Far East 
was thrown into the melting pot. 


In these circumstances less con- 
crete information has been coming 
out of the mainland of China, and 
attention has been somewhat divert- 
ed from the internal problems of 
China. Nevertheless, these have 
been. no less important than the ex- 
ternal setting. The latter part of the 
summer showed distinct improve- 
ment in South China, also in the 
Centre and West, and some progress 
in the East. In these areas the Com- 
munists were “going slowly”, with a 
light handling of commerce and in- 
dustry especially, in distinct contrast 
to the swift furtherance of collec- 
tivisattion and Sovietisation in the 
far North. Nevertheless, a general 
consclidation and strengthening of 
the control system was going on 
everywhere, and uncertainty con- 
tinued, as the future elimination of 
all private business was a standing 
threat, and the machinery was al- 
ready there to enforce it at any time 
at short notice. Some merchants 
and firms, it must be noted, appeared 
personally very useful to the Peo- 
ple’s Government, and were favour- 
ed accordingly; some foreign obser- 
vers acquainted with Russian and 
American history have even spoken 
of “Nepmen” and “carpet-baggers”’ 


The economic policies of Red 
China hovered—to draw an analogy 
from Soviet Russian history—some- 
where beaween War Communism 
and New Economic Policy. The 
austerity earlier enforced on urban 
life was diminished, the social and 
“‘oetty bourgeois” pleasures flourish- 
ing undimmed in many cities. Com- 


modity prices were fully stabilised. 


Living now being comparatively 
cheap in the mainland towns, at 
least for recipients of foreign remit- 
tances, the heavy influx of refugees 
into Hongkong was at last halted, 
and in the later months of summer 
a heavy net emigration developed. 


The Agrarian Reform Law was 
fully codified at the end of June, and 
in the following months a new 
“drive” ensued for a solution of the 
agrarian problem. The soldiers, 
numbering a few millions, the main- 
tenance of whom is a heavy burden 
on the Chinese economy, had been 
allucated to part-time agricultural 
work in many localities. A new 
cycle of land-distribution was be- 
gun; in some places the peasants 
benefited, but in many districts the 
area given per capita was ridiculous- 


ly small, and in general the mere 
redistribution of land appears to 
present no radical solution, in the 
absence of an extensive scheme of 
rural credit facilities, and given the 
absolute lack of the capital needed 
for any substantial improvement in 
farm output. The urban situation 
appeared now to be stabilised, by the 
most drastic measures of control, 
taxation and “voluntary” contribu- 
tions. These had gone so far that 
no more was to be expected from 
them: so the second round of the 
“Victory Bonds” compaign was sim- 
ply cancelled. The rural situation 
had not been resolved in any such 
thorough-going way, and Commun- 
ist China now began to face the type 
of radical crisis which had been ex- 
perienced in the early years of Soviet 
Russia. This is what is called the 
“scissors crisis’. By this expres- 
sion is meant that there is a diver- 
gence (as between the opening blades 
of a pair of scissors) between the 
prices of farm products and those of 
manufactured articles. The prices 
of rural produce increase, but not so 
fast’as those of factory goods. 


The consequence is that peasants 
lose incentive to produce and mar- 
ket their commodities, since they 
obtain less shoy-goods in exchange, 
and on less attractive terms. The 
scheme of calculating prices in 
terms of basic foodstuffs is not now 
as popular as it once was. 


Autumn 

The autumn brought complete con- 
trol of the press: no unofficial organs 
of opinion were henceforth allowed. 
A campaign of vilification and hatred 
of the United States was launched. 
The seal was set on China’s commit- 
ment to the will of Russia, not only 
in respect of the Korean campaign, 
but in all external affairs. The 
close of the year saw continuing in- 
ternal improvement in many res- 
pects. Peace within the country, 
and minimum standards of honesty 
and efficiency in the administration, 
matters which are more or less taken 
for granted in most countries today, 
but which have so long been un- 
known in China, could not but bring 
rapid and striking results once they 
were attained. 


The last quarter of the year might 
have represented the long hoped-for 
beginning of a new turn, a regenera- 
tion, in the internal affairs of China. 
Unfortunately, the opportunity was 
cast away; China, instead of settling 
down to a new era of peace and in- 
ternal reform, committed herself 
ever more deeply to the adventurist 
course of foreign intervention 
prompted by Russia. China inter- 
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vened in Tibet, to take direct control 
of that area. This action offended 
India, and represented a deliberate 
and quite umnecessary affront to 
that truest and most valuable of 
China’s Asian friends. 


Winter again 

The year closed in conditions 
which have chilled the hearts of 
China’s most ardent friends. A 
large Chinese army was launched in 
Korea, at the very moment when the 
aggressor forces of the North Korean 
puppet government had been fully 
defeated, and the world was locking 
forward to a settlement in Korea, 
with the unification of that country. 
The Communist pretence that 
America would have any wish to in- 
vade China, or could conceivably 
think it profitable to do so, is patent- 
ly as ridiculous as the description of 
Chinese forces in Korea as “volun- 
teers”. Chinese history may con- 
tain many sins, but never previous- 
ly has it recorded this type of hypo- 
crisy. 

The Chinese delegation at Lake 
Success displayed notions of diplo- 
macy which have—since Hitler’s time 
especially—been repugnant to the 
West. Curt “‘demands” were thrown 
on the table, stipulating the complete 
surrender of the other side; the de- 
legation would not stay even a few 
days to discuss them, the represen- 
tations of other Asian countries, and 
the idea of a cease-fire were bluntly 
rejected. More deeply disturbing, 
perhaps, is the fact that the Chinese 
Government should imagine that any 
country or party can fight its way 
into the United Nations, an organi- 
sation devised for and dedicated to 
peace and negotiation; and that it 
‘can claim diplomatic recognition as 
a right while refusing to give any 
reassurances to foreign powers about 
its international intentions and ter- 
ritorial claims. 

China has all the keys to success, 
improvement and development in her 
own hand. but the regime is fast 
driving her out into the Siberian 
darkness of hostility. Indoctination 
~with Marxism—a point of view large- 
ly irrelevant to China, being based 
on the conditions of a different civili- 
sation, and out-of-date anywhere. 
‘being rooted in the circumstances of 
a past century—increasingly pre- 
vents any accurate realisation of 
what is going on in the outside world, 
and builds disastrously on hatred and 
contempt. The continuance of in- 
ternal progress seems hardly possible 
when the country is being drastical- 
ly swung on to a war footing. How 
can—for instance—the problem of 
the ‘price “scissors” be resolved if 
urban production is devoted, not to 
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~ COMMUNIST CHINA’‘’S THREE OBJECTIVES 


Consolidation of Power—War Preparations—Industrial 
Reconstruction as Trail-blazer for Socialism 
By Hsu Fu-Kwan 


The Chinese Communists had been 
confined to rural districts for twenty- 
seven years before they were able to 
get control of the entire mainland and 
attain such a predominant position as 
is rarely seen in Chinese history. 
Though the rusties they had in their 
service did not quite know how to 
handle the many problems arising from 
strange situations in cities, it was only 
a temporary phenomenon. Viewed as 
an organic entity, the Chinese Com- 
munist Party is really the most efficient 
group of administrators in the history 
of China. Its administrative work has 
already been carried to a certain de- 
gree of thoroughness and is well co- 
ordinated. If it is able to keep up the 
very fine spirit of self-criticism among 
its members, there is no fear of its 
falling a victim to corruption in the big 
cities such as befell the Nationalists a 
few years ago. It is undertaking gigan- 
tic tasks to justify itself and is using 
them as a_ preliminary step to still 
greater achievements in the future. If 
we would pass judgments on its for- 
tunes, we should have to examine care- 
fully what it is trying to do. 


Hsu Fu-kwan, publisher of Campus Scienta 
(Chinese quarterly) and The Democratic Review 
(Chinese fortnightly), both of Hongkong; made 
first-hand study of Communist guerrillas in the 
Tai-hang Mountains, 1940; stayed with the 
Chinese Communists as an observer at Yenan, 
the then Communist capital, for half a year in 
1943; contributor of numerous articles on the 
Chinese Communists; was a keen student of 
Marxism in his early days when studying in 
Japan. 


The Chinese Communists are endea- 
vouring to compass three objectives: 
consolidation of power, preparation to 
meet another World War, and industrial 
reconstruction as a_ trail-blazer for 
socialism. It goes without saying that 
all three are inter-dependent, but the 
consolidation of power naturally comes 
first in present . circumstances. How- 
ever, with the progress of the Korean 


War, preparations to meet another 
world conflict become increasingly 
urgent. As to industrial reconstruction, 


it is possible and significant only as an 
issue subordinate to the other two 


CONSOLIDATION OF POLITICAL 

POWER 

To consolidate their power is the 
normal demand of all ruling groups. 
It is, however, necessary to point out 
that what the Chinese Communist 
Party understands as the consolidation 
of its political power includes three 
specific senses. It means, in the first 
place, that the State is an instrument 
of oppression, which is one of the main 
tenets of Marxist teaching resolutel3 
adhered to by Mao Tse-tung, as may 
be seen from his ‘People’s Democratic 
Dictatorship” in which he emphatically 
explains that the State merely consists 
of . troops, policemen, and _ prisons. 
Though the traditional Chinese way to 
consolidate political power is to prac- 
tise benevolence, the Communist way 
is to intensify oppression. A typical 
example of the latter outlook is found 
in the report on rice requisition in the 
Pearl River region, as published by the 


consumer goods and agricultural 
equipment, but to the sinews of war, 
as demanded by the bellicose policy 
of the Russo-Communists, What sort 
of progress is likely if all the re- 
sources so much needed for peaceful 
development are diverted, even more 
than at present, to the sustenance 
of huge armies, armaments, foreign 
guerrillas, and propaganda? What are 
the prospects of a general and inte- 
grated development of all China’s 
potentialities, over all regions 
every type of industry, if the re- 
quirements of pro-Russian strategy 
remain overriding, and decree an in- 
creasingly warped development, con- 
centrating on certain districts and 
certain types of industry? 


These, and many other questions, 
stand as portents of disaster. The 
People’s Government has contemp- 
tuously knocked down, one after an- 
other, all the props of wishful think- 
ing: the expectation of ‘“Titoism,” 
the belief that Chinese would not 
fight outside their own frontiers, the 
supposed moral effect of the excel- 
lent past record of America in China, 


and. 


or of the recent British, Indian or 
other gestures of goodwill, the care- 
fully fostered belief that China’s new 
leaders were great realists—etc. etc. 


1050 may have been the most re- 
markable year in China’s history. 
It saw the shattering of many age- 
old evils and impediments; it show- 
ed clearly what dynamic progress 
was possible, on a few relatively 
simple conditions. Yet it saw the 
reckless discarding of all these 
potential advantages, with the de- 
liberate commitment of China to an 
aggressive foreign alliance, bringing 
the whole world to a state of virtual 
war. Comparatively few ways are 
now left to the people of China, in 
which they may react to this situa- 
tion; but there are still straws in the 
wind, which give very interesting 
indications. One of these is perhaps 
in the current of migration between 
China and Hongkong; after many 
months of substantial emigration of 
persons from Hongkong to the main- 
land of China, recent weeks have 
shown a turn of the tide, with again 
a rising inward flow into the. Colony. 
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Communist Southern Daily on June 18, 
1949, in which the mistake of “certain 
groups of the working staff in lighten- 
ing the tax-payers’ burden without 
official authorization out of pure ‘bene- 
volence’” was seriously condemned. 
The mistake arose, in the Communist: 
view, from the failure by some mem- 
bers of the working staff to understand 
the basic character of their political 
power. It should be realized that Mao 
Tse-tung’s much-boosted policy of 
leniency and generosity is but a tac- 
tical means to weaken the fighting 
spirit of the enemy. In the second 
piace, whereas the aim of the tradi- 
tional way to consolidate political 
power by practising benevolence is to 
“win the heart of the people,” the 
Communists regard all other persons 
outside the pale of the proletariat as 
potential enemies, by birth, of theic 
regime, and it is the very function of 
the State to subdue these hostile ele- 
ments. In the general theory of the 
State as propounded by non-Commun- 
ist theorists, the three essentials of 
“territory, people and sovereignty” are 
always associated together to form a 
State, thus implying that the people are 
part of the political authority. But, in 
the opinion of the Communists, only 
the ruling clique which serves as the 
instrument for oppressing the people 
constitutes the substance of their 
power. When they say the consolida- 
tion of power, they mean to strengthen 
this instrument of oppression, so that 
it can fulfil its functions properly. 
What they dub as the “people” in their 
official title of “The People’s Govern- 
ment” is a purely abstract idea, which 
has nothing to do with creatures of 
flesh and blood. Thirdly, whereas all 
other regimes do not claim more than 
a relative position in the earthly 
scheme of things, the Communists 
think of theirs as the last and best of 
its kind and as absolute. They ard 
ready to make any sacrifice to maintain, 
such an absolute power. Viewed in 
this light, Communist leader Liu Shao- 
chi’s_ cold-blooded statement that. in, 
order to feed the nine-million ruling 
easte the starvation of forty million 
other people is unavoidable, is theore- 
tically consistent with Communist logic. 


Starting from these basic assump- 
tions, the Chinese Communists are pro- 
ceeding to consolidate their political 
power by the following means, viz., 
mental reorientation, requisition of 
foodstuffs and collection of taxes, and 
land reform, the last being the most 
fundamental and thorough-going mea- 
sure of all. 


By mental reorientation is meant that 
process by which the Chinese Com- 
munpists reshape the thoughts of the 
people to conform to type. They know 
only too well that hostile actions ori- 
ginate in hostile thoughts. Since it is 
impossible for people to have no 
thoughts at all, the best way is to give 
them a new turn in the direction of 


Mao Tse-tungism, which is another 
name for Stalinism. As soon as the 
Communists entered Peiping in the 
winter of 1948-1949, all the mental 


contents of intellectuals bécame out of 
date, nay, even so many sins. Young 
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Communists between the ages. of 
twenty and thirty strutted into the 
different colleges and universities as 


agents of the new dispensation, and 
commanded the intelligentsia to lay 
aside their sinful ways. Within a short 
period of one or two months many in- 
tellectual workers in Peiping and other 
cities, after going through the ordeals 
of “struggles,”’ “mental goose-stepping”’ 
(which the Communists dignify with 
the name of “learning”), and “self- 
exposures” (which they call ‘“frank- 
ness’), received revelations from on 
high and started on “being a new man.” 
The oldest publishing house of tha 
country, the Commercial Press, was; 
compelled to discontinue the publica- 
tion of standard works which are the 
result of decades of effort, and to store 
the existing stocks of books in godowns 
for good. Upon the arrival of the 
Communists at a given place, all tha 
newspapers, magazines, and other pub- 
lications there are forced to suspend 
business and die an unnatural death. 
Only that stuff imported from Moscow, 
which is so wearisome on account of 
either its obsequiousness or foul- 
mouthed condemnation, is allowed to 
circulate freely. Names like Confucius, 
Jesus, Buddha, Plato, Kant, and Goethe, 
have become symbols of direful sins. 
The new cultural authorities are the 
evangelical sermons preached by minis- 
ters of the gospel from Moscow, book- 
lets hashed up from Russian and 
published as required reading for the 
Communist staff, Russian Primers, 
Russian conversation, Russian lessons, 
Russian evening schools, and the physi- 
cal contortions popularly known as the 
“Yangko Dance”—these constitute the 
chief features of the so-called New 
Democratic Culture, on which the 
Chinese Communists pride themselves. 


What, it may be asked, has induced 
the intellectual element willingly to 
submit themselves, within such a short 
time, to the dictates of the Commun- 
ists? The answer is that the latter wield 
several weapons in their hands to com- 
pel obedience. There comes, first, the 
handiest club which, in Communist 
parlance, is called “The People.” The 
intellectuals are told by their task- 
masters that hitherto they have not 
done a thing to make themselves 
worthy of the sustenance which “the 
people” have graciously given them. 
This reproach never fails to silence any 
possible repartee, because Chinese 
tradition hag always held the people in 
high esteem. Moreover, as the intelli- 
gentsia have not taken any direct part 
in farming or manuual labour and ag 
their knowledge is mostly concerned 
with subjects other than farming and 
manual labour, they cannot very well 
deny that they have depended upon the 
people for sustenance, nor that they 
have not made themselves worthy of it, 
still less that their mind is suspect and 
tainted with poisonous trash. They do 
not have the courage to ask the Com- 
munist in return what he himself feeds 
on, nor whether the people are able to 
keep body and soul together under his 
high-handed rule. They just have to 
listen and consent to whatever he says, 
and ¢cah do nothing else. Secondly, the 


January 11 


Communist holds another trump card 
in’ his hands in the form of “mass 
struggle,” by which is meant monster 
meetings at which the masses give vent 
to their base emotions and struggle 10 
bring down damnation on the heads of 
those they want to disgrace. The 
humiliation to which the intellectuals 
are exposed on those occasions is un- 
bearable to anyone with the least self- 
respect, and yet what could they do but 
to resign themselves to fate? Thirdly, 
a still more potent weapon is found in 
the monopoly by the Communists of all 
means of subsistence and all forms of. 
cultural and social service. If they 
decide to discard you, you will have ‘o 
starve. Now the intellectuals have not 
yet devised any effective answer to an, 
empty dinner-pail. Lastly, there is the 
psychological appeal the Communists 
euphemistically call “persuasion,” 
which consists in endless interrogations 
and nauseating calls. If you want to 
get rid of the nuisance, all you have to 
do is just to fall in line. The force of 
these four weapons in combination is. 
so strong, that all resistance is hopeless 
However, it would be interesting to 
know how some of the victims really 
feel about it in their heart of hearts. An 
indication of how the wind is blowing 
is found in the change of the college 
students’ mood. The latter are usually 
the most vociferous in welcoming the 
Communists when any city is “liberat- 
ed.” But after the lapse of a few 
months their zeal begins to cool down, 
and now they have become non-com- 
municative. THe present Communist 
policy in enlisting new recruits for 
their staffs is to prefer highschool 
pupils to college and university stu- 
dents. The significance of the shift 
from the more to the less mature is. 
worth noting. 


We now come to the second of the 
means by which the Chinese Commun- 
ists try to consolidate their authority, 
namely, the requisition of foodstuffs 
and collection of taxes. Professor W. 
Sombart has well said that oppressive 
taxes may well annihilate many people 
of independent spirits. The Chinese 
Communist policy of taxation and 
food-levies has a double object. It 
aims, on the one hand, at the annihila- 
tion of people of independent spirits on 
the Chinese mainland as an opening 
wedge for their pet scheme of land 
reform; and, on the other hand, at tha 
maintenance of* the enormous number 
of the ruling group as well as prepara- 
tions for war. The significance of their 
policy can be understood only when it 
is viewed from these two angles. 


The requisition of foodstuffs by the 
Chinese Communist in any given region 
is generally divided into five steps. The 
first is a general levy applicable to all 
farming population of the region on a 
progressive scale. It should be pointed 
out in this connection that the present 
rate for agricultural products is 13 pet 
cent, including all kinds of cereals 
cattle, sheep, chickens, swine, and fue, 
But the important point to notice is 
that the size of the farmer’s harvest is 
estimated for him by the Communist 
authorities and is frequently double the 


195] 


actual amount, If the peasant should 
object to the estimated figure as too 
high, the Communists would answer 
by saying that he was lazy and did not 
make the fullest use of his land. In 
the end the estimate still stands and 
the farmer has often to pay upwards 
of 50 per cent of his products in the 
aggregate. Moreover, the application 
of the progressive rate means an addi- 
tional burden and the end result is that 
he is forced to eke out a bare existence 
by eating animal fodder and grass roots. 
The second step is a make-up levy 
consisting of the forced payment of any 
arrears which the peasant might owe 
to the Nationalist Government in the 
three years prior to “Liberation.” Thre 
third step is the rich man’s contribu- 
tions, so called because it is a big 
amount designated by the Communist 
to be paid by rich families of the region 
for the ostensible purpose of “support- 
ing the battle-front.” The fourth is 
free contributions which are small 
amounts designated by the Communist 
to be paid by all persons alike for the 
same purpose as the preceding item. 
The fifth and last step is a house-to- 
house search for foodstuffs that might 
be secretly stowed away by people for 
the rainy day. Once there were found, 
as a result of such search in Hupeh, 
two tou of rice in a poor man’s home, 
and the whole family had to pay for 
it with their lives. This is not an iso- 
lated instance; similar ones occur in 
many parts of the country. Speaking 
broadly, one may say that when the 
third step is reached nothing much ig 
left in the village, and that at the end 
of the fifth step all movable property 
is taken away by the avaricious Com- 
munists and every villager has to ap- 
pear in nature’s own garb and sink 
below the starvation line. A passage 
which appeared in the July 13, 1950, 
issue of the leftist Sing Tao Yih Pao 
of Hongkong, written by its Liuchow 
correspondent, is illuminating. It says: 
“When the peasants see the Commun- 
ist working staff they usually lament 
that they do not know how to get 
through the year, because they have 
neither foodstuffs, fertilizers, nor any 


seeds.” This is a typical example, and 
others of the same kind are legion. 
The famine which began last winter 


and continued until the spring of this 
year was unprecedented in extent, 
duration, and intensity. In point of 
time, it corresponded rather closely to 
the progress of the Communist requisi- 
tion for food, whereas in point of geo- 
graphical extent it corresponded rather 
closely to the onward march of the 
Communist troops. The tragic conse- 
quences of the requisitions are some- 
times inadvertently referred to even by 
the Communists themselves. The speech 
of the Communist Minister of Finance 
Bo I-po before the second session of 
the National Committee of the People’s 
Political Consultative Council is a case 
in point. “In certain districts,’ he 
said, “those who are sent out to requisi- 
tion foodstuffs have resorted to arbi- 
trary arrests, physical punishments, and 
illicit fines.’ He added further: “Ac- 
cording to incomplete statistics, the 
number of the requisitioning staff who 
have been killed in their official duties 
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is- over three thousand.” This state of 
affairs is indeed unparalleled except-in 
the U.S.S.R. 


When the Chinese Communists ini- 
tiated their vigorous campaign for the 
requisition of fogdstuffs in the villages 
last year, city people were being lulled 
into a‘ false sense of security by the 
Communist slogan of “giving equal 
consideration to public and private in- 
terests and allowing benefits to accrue 
to both labour and capital,” and ima- 
gined mistakenly’ that the Communists 
were after all more generous in their 
treatment of the cities. As soon as the 
requisition of food was completed in 
early spring of the current year, an- 
other vigorous campaign, this time for 
the levying of taxes, was formally 
launched. Its procedure was the allo- 
eation of designated amounts by the 
Communist authorities to the different 
trades and industries, which would 
then, by a process of haggling which 
the Communists camouflage under the 
beautiful name of “democratic discus- 
sion,” re-allocate their respective 
amounts each to its own members as 
their share of the tax burden. Follow- 
ing closely -upon the payment of these 
taxes, there came the Victory Bonds to 
the amount of 100,000,000 parity units. 
Up to the end of April, 1950, when 
subscription to the bonds, which were 
also imposed from above, were to be 
paid in, suspensions of business, flights, 
and suicides were frequent occurrences 
throughout the country. On March 15, 
1950, the day of mid-month settlements, 
there were reported seventy odd cases 
of suicide in Hankow alone. The suc- 
cessive blows sustained by industry and 
trade were reflected in the increasing 
number of unemployment, which 
caused the Communists themselves to 
concede that the situation was becom- 
ing serious. Newspapers in Hongkong, 
from where a peep into the Chinese 
Iron Curtain is possible, for the months 
of February, March, and April, 1950, 
were replete with reports of the violent 
anti-Communist reaction. in China, so 
that the Chinese Communists in Canton 
decided in May to arrest hundreds of 
correspondents who were suspected of 
being responsible for the leakage of 
news from behind the Iron Curtain. 
Yeh Chien-ying’s casual remark that 
“workers were requesting the Govern- 
ment to cut down the quota of Govern- 
ment bonds and the amount of taxes 
imposed on the capitalists,’ to which 
we have already referred, is indicativa 
of the sorrowful plight of both city and 
village alike. be 


According to the budget estimates of 
the Chinese Communists for 1950, their 
revenue for the whole year is estimated 
at  2,785,000,000 parity units, whose 
value it is difficult to ascertain with any 
degree of accuracy. However, some 
light is shed on the problem by the 
following figures. The value of one 
unit of the Victory Bond in Hankow 
and Canton last April was apvroxi- 
mately between 5.50 and 5.60 Hong- 
kong dollars, which, at the then rate 
of exchange, was not quite one USS. 
dollar. The same budget estimates 
placed the Communist investments in 
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Government enterprises for the current 
year at 666,000,000 parity units, and 
according to a report made by Chen 
Yung, a high Communist Official, thea 
value of foodstuffs invested in Govern- 
ment enterprises amounts to somewhere 
around 720,000,000 U.S. dollars. By 
putting these figures in juxtaposition, 
we shall not be far off the mark if 
we say that one Communist parity unit 
is worth roughly one U.S. dollar. On 
this basis, the Communist revenue for 
1950 would be equivalent to 2,785,000,- 
000 U.S. dollars. In the absence of 
more exact calculations, let us take this 
as a working yardstick and compare it 
with the Nationalist budgets for the 
pre-1937 period and for 1947. In the 
pre-1937 period, that is, in the years 
immediately before the Sino-Japanese 
War, the annual budget of the Nation- 
alist Government was approximately 
1,400,000,000 silver dollars, which, at 
the rate of four silver dollars to one 
U.S. dollar, would be equivalent to 
about 350,000,000 U.S. dollars; whereas 
in 1947, that is, in the year of intensi- 
fied civil war with the Communists, the 
budget of the Nationalist Government 


was a little over 800,000,000 U.S. 
dollars. Now it will be seen that the 
Communist budget for 1950 is eight 


times the Nationalist budget for the 
pre-Japanese War period, and is three 
end a half times of the Nationalist bud- 
get for 1947. These conclusions, if set 
against the background of the people’s 
relative capacity to pay in 1936, 1947, 
and 1950, would be nothing short of 
alarming. Furthermore, it must be 
remembered that the estimated Com- 
munist revenue for 1950 does not in- 
clude that part of it which is receivable 
on and below the hsien or country level. 
As Bo I-po himself points out, “the 
different organizations which are res- 
ponsible for the requisition of foodstuffs 
in the hsien, in order to ensure the 
successful accomplishment of the tasks 
assigned to them, have resorted to the 
imposition of one surplus payment over 
another.” How much these _ surplus 
payments amount to it is impossible 
to say, but they must be so many addi- 
tional burdens on the stooping backs of 
the people. 


The reasons which have prompted 
the Chinese Communists to take these 
measures are, as we have pointed out, 
to wipe out people of independen4 
spirits and to feed large numbers of 
the Communist staff which, according 
to Liu Shao-chi, Mao Tse-tung’s second 
in command, is nine million strong but, 
according to Bo I-po, “will eventually 
be eighteen million with the extension 
of the Communist regime.” We are 
inclined to think that Bo I-po’s forecast 
is likely to be realized in the near 
future, as may be seen from one single 
instance. As a result of the completion 
of land reforms in forty-three hsien in 
Honan, there is an increase of 26,000 
Party members and 57,000 Communist 
youths; there are established at the 
same. time 5,200 rural administrative 
agencies composed of pro-Communist 
elements; 15,600 new men come to swell 
the Communist staff; and 257,000 peo- 
ple’s guards are newly enrolled. If the 
case of Honan is typical, and there is 
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no reason to think that it is not, the 
estimated figure of eighteen million for 
the whole country will be réached 
pretty soon. Though the Communists 
did try in last July and August to 
reduce their staff, it affected only some 
of the job-holders left over from thie 
Nationalist regime. But as to the num- 
ber of the Communist ruling group, it 
will only grow bigger and bigger like 
a rolling snow-ball. In proportion as 
popular reaction against the Commun- 
ists becomes more pronounced, as in all 
probability it will, the number of those 
employed to suppress it will have to be 
ever on the increase. Herein the 
Chinese Communists again come into 
headlong collision with orthodox Mar.- 
xist theory, which holds that means of 
production .induces changes in society, 
whereas they are relying upon their 
staff to bring them about. It is reported 
that a staff of 180,000 strong will be 
despatched to the Central Southern 
Area to help the local staff carry out 
their land reforms there. On the scale 
of the Soviet Union, where ten citizens 
labour to support one member of the 
ruling clique, it is not at all impossible 
for the Chinese Communist group to 
reach a grand total of forty million in 
one of these days. In this connection 
an historical illustration is apropos. 
History tells us that at the beginning 
of the Tang dynasty in the seventh 
century A.D., the country enjoyed per- 
fect peace with a simple body of 7,000 
officials all told. But when the number 
increased as much as_ tenfold in the 
eighth and ninth centuries, there were 
anarchy and turmoil. The moral of id 
is that there is a limit to the economic 
burden which an agricultural society is 
able to bear. Once that limit is exceed- 
ed, the ruling group is bound to have 
trouble. 


Merely to wipe out people of inde- 
pendent spirits and to maintain large 
numbers of the ruling group does not, 
according to the Chinese Communists, 
in itself constitute sufficient guarantee 
for the consolidation of their political 
power. For both the nature of society 
and its way of life are the work of 
generations of men, They are deep- 
rooted in the past and quite indepen- 
dent of and far removed from the 
Communists who, therefore, think of 
them as enemies of the Communist re- 
gime. It is only with the complete ex- 
tirpation of these hostile elements from 
the individual and with the fastening, 
through the productive process, of the 
individual upon some tiny spot in the 
Communist scheme of things that the 
Chinese Communists will feel some 
sense of comparative security. Thus 
we come to the third and last means 
by which they consolidate their power, 
namely, land reforms. They regard the 
work. of land reform as a complete 
break with the past as well as the most 
basic task of the present moment. It is 
the second of the “three difficult passes,” 
which Mao Tse-tung says the Commu- 
nists will have to fight through. Its 
importance stands on a par with that 
of the first and third “passes,” viz., 
civil war and socialism. It is the key 
to the other two. It may be truly said 
that the vigorous campaign for the re- 
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quisition of food and the collection of 
taxes is but a preparatory stage for 
land reform and that mental reorien- 
tation can be really achieved only 
through such reform. For the latter is 
an effective instrument for the control 
of people’s alimentary canal, and any- 
thing that effectively controls the 
alimentary -canal also controls the 
mind. Land reform is, in a word, the 
main motive force which actuates all 
the current work of the Chinese Com- 
munists. 


Mao Tse-tung and his friends have 
repeatedly emphasized that the pur- 
pose of land reforms is to free agricul- 
tural production of feudal bondage in 
that the vigorous campaign for the re- 
velopments. Put in a different way, it 
means that land reforms aim at the 
increase of production through the 
liberation of productive power. While 
we concede that it is quite possible for 
those reforms to mean that, the Com- 
munists should have proceeded about 
their business in a different way if 
that had been their main purpose. 
They know perfectly well that there 
would be more production if they were 
to make full use of their organizational 
efficiency and follow the path of peace- 
ful reformation with a view to main- 
taining the minimum social order and 
gaining the peasant’s confidence in the 
usefulness of production rather than if 
they were to resort to the orthodox 
method of “struggles.” But knowing all 
this, they still insist upon the adoption 
of the orthodox method, only with the 
proviso that the adverse effects of the 
“struggle” upon production be reduced 
as much as possible. Such being the 
case, it is clear that the chief object of 
land reforms is not the increase of 
agricultural production as such, but 
something else. 


What is it, then? The answer to 
this question may be found in the 
writer’s article on “The Present Stage 
of the Chinese Communist Land Re- 
form Movement” written in November 
1947, in which he said that the object 
of the Chinese Communists’ land re- 
forms in the decade between 1927 and 
1937 had been ‘‘to leave to the peasant 
one and only one path, that of military 
service, after his means of making an 
independent living has been utterly 
wiped out by a process of unlimited 
confiscation and liquidation’; and “to 
make the peasant realize in the depth 
of his heart, after his confidence in the 
possibility of a rational life has been 
mercilessly shattered by the mutual 
hatreds aroused in the course of his 
struggles with his fellow-peasants. 
that the one redeeming path for him 
to follow, in order to cover up his past 
sins, is to join the army.” In this way 
the peasants went to swell the Com- 
munists forces, which grew from 
strength to strength under the new 
circumstances created by land reforms. 
When I first made these remarks three 
years ago, not only the Communists 
themselves denied the correctness of 
my analysis and asserted that the 
whole aim of their land policy was for 
the peasant’s welfare, but even many 
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Chinese and foreign observers took me 
to task and reproached me for having 
misrepresented the Communists’ well- 
intentioned measures to help the pea- 
sant. Three years have now elapsed, 
and the Communists are candid 
enough to admit openly that ‘‘the cen- 
tral theme of our work in land reforms 
in the past has been to win the re- 
volutionary war—to mobilize the im- 
mense human and material powers of 
the village.” (See Yeh Chi-sui’s article 
on “The Critical Decision To Leave 
The Rich Farmer Undisturbed” in the 
Communist People’s Daily, Peiping, 
July 18, 1950). This confession from 
the mouth of a leading Communist 
ought to silence those who have been 
claiming all these years that the Chin- 
ese Communists are but agrarian re- 
formers. 


The new Land Reforms Law which 
was promulgated by the Chinese Com- 
munists on June 30, 1950, is funda- 
mentally similar to the regulations 
governing their land policy in Kiangsi 
in the early 30’s and to the “Outlines 
of Chinese Land Law” promulgated by 
the Communists on October. 10, 1947, 
with two exceptions, viz. (a) Article 
Six on the protection of rich farmers 
and (b) the substitution of the term 
“requisition” for the original “confis- 
cation.” It is fundamentally the same 
old story, because, first, the lands are 
still to be equally shared; secondly, 
the distribution of lands has still to go 
through the process of struggles which 
remain the only method to carry it 
out; and, thirdly, the struggles are to 
be carried out by the Farmers’ Union 
which becomes, therefore, the instru- 
ment for the implementation of land 
reforms. As to. the provision in Article 
Six for the protection of rich farmers, 
though it reflects, to a certain extent, 
the Communists’ concern over he 
farmer’s incentive to raise crops, it is 
to be regarded mainly as a tactical 
move to divide and rule. That is why 
the editorial on “The Struggle To 
Carry Out Land Reforms Throughout 
The Whole Country,” which appeared’ 
in the Communist People’s Daily, 
Peiping, on July 2, 1950, has this much 
to say: “This decision (to protect the 
rich farmers) has the effect, to begin 
with, of reducing the number of those 
marked out to be scapegoats in land 
reform from 8 percent of the total 
rural population to 4.6 percent, and 
thus of isolating the landlord class still 
further.” Nothing can be plainer than 
these words that the decision to protect 
the rich farmers is more signficant as 
a potent weapon in the village strug- 
gles than as a means to encourage 
agricultural production. Moreover, ac- 
cording to the new Law, the rich 
farmer is not: permitted to join the 
Farmers’ Union, so that politically he 
becomes, as a matter of fact, a person 
deprived of all civil rights after the 
completion of the land reforms. What 
is more, he alone of all the farming 
population has to bear the crush- 
ing burden of the progressive 
agricultural tax after the  exter- 
mination of the landlord class, so 
that economically he becomes.a victim 
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sentenced to death by slow degrees. If 
the rich farmer is kept alive under 
these circumstances, there seems to be 
no reason why and how it could serve 
as a means to encourage agricultural 
production. 


‘The Chinese Communists’ land re- 
forms are carried through by means of 
several important steps, viz., requisi- 
tion of food, liquidation of local bosses, 
reduction of rents, and disgorging of 
rents. When any district or region has 
undergone the process of food-requisi- 
tion, all inhabitants of the place have 
been rendered stark poor. 
the double effect of both softening any 
possible future resistance and concen- 
trating all available wealth in the 
hands of the Communists, so that 
nothing might actually be gained by 
the poor men when they come to 
liquidate the local bosses, reduce the 
landlord’s rent, and force him to dis- 
gorge whatever rent he has collected 
in former years. For it must be realiz- 
ed that all these measures are not 
meant to give economic compensation 
to the poor, but to serve as so many 
items in the Communist program of 
political struggle. In the midst of these 


struggles the Communist - controlled 
local riff-raff will give vent to 
their lowest instincts and heap in- 
sults and tortures on their vic- 
tims until all sense of the dig- 
nity of man is destroyed and man 


is degraded to the level of the beasts. 
The only material benefits which the 
riff-raff obtain as a reward for their 
inhumanity are the odds and ends of a 
village economy which, at the time of 
the food-requisition, the Communists 
did not care to carry away for their 
clumsiness. At the end of such strug- 
gles those deev-rooted elements which 
the Communist regards as his enemies, 
together with the worth and dignity 
of man, are exterminated, and every- 
body becomes part of the social fiot- 
sam. But in order to give fixity to their 
physical being, each of the survivors 
is allotted, on the principle of levell- 
ing-down, a small piece of land of 
equal size for him to till. They are 
henceforth identified with their little 
lots which hang around their necks, 
so to speak, like a heavy yoke. Sitting 
astride these beasts of burden, for such 
they have become, there are the rural 
administrative agencies composed of 
pro-Communist elements, the Farmers’ 
Union whose sole function is to look 
after the political struggles, the peo- 
ple’s guards armed with a variety of 
weapons, the children’s corps whose 
little members were originally as in- 
nocent as any other children but are 
now trained by the Communists to be- 
come spies on their elders, the all- 
controlling and all-dominating Com- 
munists and Communist organizations, 
millions of the regular Red Army, 
security forces, prisons, and concentra- 
tion camps. ‘This gigantic structure of 
the Chinese Communist hierarchy is 
comparable only to the Soviet Russian 
system, from which, indeed, ites: 
slavishly copied. 


This has 
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PREPARATIONS FOR WAR 

The reasons which prompt the Chin- 
ese Communists to make preparations 
for another war are not quite under- 
stood by the non-Communist. In this 
respect they have proved themselves a 
disppointment to those who wish them 
well. 


The non-Communist would think 
that the Chinese Communists should 
call a halt to military preparations 
after the unification of the mainland 
and work for the consolidation of their 
power through economic reconstruc- 
tion. But such a line of action could be 
possible only if they stood clearly out- 
side of the two opposing camps, such 
as was done by Turkey and Spain in 
World War II. The present trend of 
Anglo-American policy is precisely in 
this direction: both Great Britain and 
the United States have been thinking 
of pulling Communist China away 
from Soviet Russia by holding out to 
her the possibilities of being allowed 
to join the United Nations and of even- 
tual economic and technical assistance. 
Though much expectation has been 
entertained »nd many vain efforts have 
been made to wean her from Soviet 
Russia, she seems to go straight ahead 
unmoved by the gratuitously proffered 
attentions. 


In spite of the many inducements 
offered by the Anglo-Saxon Powers 
to Communist China, she is making 
every preparation for another war and 
as soon as the opportune moment ar- 
rives she will not hesitate to plunge 
right in. The reason is simple: inter- 
nally, she is determined to overthrow 
the hostile social order; externally, 
she is equally if not more determined 
to overthrow the potentially more dan- 
gerous world order. Her determination 
is not based upon a cool-headed com- 
parison between her own strength and 
that of her prospective opponents, but 
is part of every Communist’s funda- 
mental belief. The argument that even 
in the contingency of a third World 
War, in which the brunt of attack 
might be borne by Soviet Russia, she 
need not be involved at all leaves her 
cold. For she looks up to Soviet Russia 
as her patron saint and herself as a 
Russian protegee ; if the patron 
should go down in a general conflagra- 
tion, there is no room for his protegee 
to lead a separate existence. Even 
granting that she could exist as a 
separate entity after the downfall of 
her overlord, she would prefer to be 
swallowed up in the general ruin 
rather than to lead the life of a dis- 
consolate orphan. Such being the line 
of argument in Mao Tse-tung’s mind, 
he has no other choice but to repair 
to Moscow, as he did a few months 
ago, to receive personal instructions 
from his Russian suzerain for guidance 
in stepping up his warlike measures. 


The Chinese Communists’ prepara- 
tions for war are first and foremost 
manifested on the psychological plane. 
For if the Chinese people, or the 
Chinese Communists themselves, for 
that matter, are not hypnotized to the 
point of being willing to bleed for 
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Russia, they will not be ready to make 
the supreme sacrifice. In order to 
hypnotize themselves and others to the 
necessary mental pitch, they resort to 


every conceizable means, such as 
grand ovations, send-offs, monster 
meetings, ‘“Yangko” dances, slogans, 


and what not, to bring the truth that 
all the honorable Russians who ‘con- 
descend to visit China are bearers of a 
divine message. When Kuo Mo-jo 
sings of “my dearly beloved Steel,” he 
is trying to show that all Chinese owe 
their very life and breath to the mag- 
nanimity of their benefactor Stalin. 
According to the Chinese Communists’ 
conception of it, they are standing 
high above everyone else both in 
China and in the world at large except 
their Russian masters, on whose 
finger-tips they are poised. Occupying 
such a precarious position, they never- 
theless feel they are no tiny creatures. 
At the same time they are so much 
the more conscious of their Russian 
lords’ overshadowing supremacy. They 
strive by every means to curry favour 
with the Russians and expect to shine 
by reflection. They do not think of 
their obsequious behaviour as shame- 
less, but would turn back and cry 
“Shame !” at those who despise them. 
Pari passu with the prevailing anti- 
American movement, the Chinese 
Communists’ psychological prepara- 
tions for war are being intensified to 
drive the Chinese people to die willing 
slaves for Soviet Russia. 


On the material side, the Chinese 
Communists’ preparations are proceed- 
ing along three lines. In the first place, 
they are sovietizing their army on a 
large scale by a system of rotation 
with respect to equipment, training, 
and command. Secondly, they are so 
disposing of Chinese industries and 
their productive processes as to fit into 
Soviet Russia’s strategic needs. All 
industries in Manchuria are already 
under direct Russian control; those in 
southeast China are being removed, 
irrespective of any loss or damage that 
might be sustained by the industries 
eoncerned, to the general area north 
of the Yellow River and west of the 
‘Tung Kwan Pass. At the same time 
they might be thinking that it would 
be safer for them, in the eventuality 
of war, to depend upon the northwest- 
ern Provinces, behind which there lies 
the vast expanse of territory known as 
Sinkiang or Chinese Turkestan, than 
to depend upon North China with 
Mongolia as its hinterland. Working 
on this assumption, they are making 
every effort to develop the system of 
communications in the northwestern 
Provinces with Lanchow as its center. 
Thirdly, they are trying to seize all 
available foodstuffs and other valuable 
assets, especially in Southeast and 
Southwest China, of which a minor 
part goes to North China but the 
major portion goes to the northwestern 
Provinces as stock-piles of war. 


Notwithstanding all the efforts made 
by the Chinese Communists in pre- 
paration for a new war, are they 
strong enough to stand its impact if it 
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should finally come? The dilly-dally- 
ing tactics adopted by them in the 
course of the Korean war up to the 
present moment show convincingly 
that they are torn between contradic- 
ting emotions. The mistakes and blun- 
ders which Soviet Russia has commit- 
ted in unleashing the Korean war are 
causing them much anxiety and agony. 
From a purely selfish point of ‘view, 
they would prefer to dispatch a few 
hundred thousand men to Southeast 
Asia and win some cheap victories. But 
to start a war just across the borders 
of Marchuria is an entirely different 
matter, which, whether they openly 
join the war or not, cannot fail to give 
Mao Tse-tung some very serious con- 
cern. However, as the entire trouble 
is the handiwork of their Soviet mas- 
ters, what could they do except to go 
ahead with their perilous task and to 
hope for the best ? 


BLAZING THE TRAIL FOR 

SOCIALISM 

The current land reforms and large- 
‘scale industrial investments under- 
taken by the Chinese Communists may 
be regarded, from their viewpoint, as 
blazing a trail for socialism which, 
according to Mao Tse-tung as referred 
to above, is the third of the “difficult 
passes” that they have to fight 
through. But as the third pass is not 
yet reached, any criticism of it is 
evidently not called for. It should be 
pointed out, however, in this connec- 
tion that their trail-blazing work does 
not seem to be proceeding at all satis- 
factorily. Even granting that the Com- 
munist regime were fortunate enough 
to see the day when they would be 
called upon to fight through the “third 
pass” of socialism, it is to be much 
feared that it would be stained with 
more blood than the “first and second 
passes.” 


As socialism has to depend upon 
giant industrial organizations as its 
main support, it is not likely to begin 
in the very near future. According to 
the Chinese Communists themselves, 
its beginning has to be deferred for 
eight or ten years from now. If so, 
their reconstructive efforts which all 
centre in active preparations for a new 
war, but have to rely heavily on the 
Soviet Union and take eight or ten 
years to mature, could not amount to 
much in the productive power of 
society as a whole. Viewed in this light, 
then, their ‘“‘third pass” of socialism 
would have to wait for the nationali- 
zation of land before it could be for- 
mally reached. 


According to the Communist time- 
table, they expect to complete land re- 
forms in three years, after which there 
would be, throughout the country, only 
small landowning peasants who till 
their own lands. The small landown- 
ing peasants of the future should come 
under the category of “middle pea- 
sants,” if we take the standard which 
the Chinese Communists now adopt in 
making class-differentiation in vill- 
ages. But in the opinion of Lenin, 
which was expressed at the Eighth 
Congress of the Russian Communists, 


the middle peasants are ever vacillat- 
ing; they are owners of property on 
the one hand and labourers on the 
other; so it is extremely difficult for 
the Communists to be certain of the 
relations which ought to subsist be- 
tween themselves and the middle pea- 
sants. Taking his cue from Lenin, 
Stalin has laid down a policy which 
permits the Communists to associate 
themselves with the middle peasants 
only on the double condition that they 
resolutely oppose the rich peasants and 
strengthen their relations with the 
poor peasants. But the Chinese situa- 
tion, unfortunately, does not seem to 
square with their Russian teachers’ 
pronouncements. For at the time of the 
“third pass” of socialism, as envisaged 
by Mao Tse-tung, there would be in 
China only very few nominally rich 
peasants and all would, as a matter of 
fact, be middle peasants and owners 
of property. The latter would, come 
into being as a result of the policy 
pursued by the Chinese Communists. 
‘Their eventual emergence in _ the 
future Chinese society is, indeed, a 
task which the Communists are called 
upon to perform at the present junc- 
ture. Their very existence would have 
helped to shape the character and 
mentality of many members of the 
Communist staff. Now when the time 
comes to nationalize the land of these 
small landowning peasants, as we have 
just said that it will come, the Chinese 
Communists will meet with determin- 
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ed resistance not only from the tradi- 
tional conception of private property 
on the part of the peasants, but also 
from some members of the Chinese 
Communist Party whose personal in- 
terests are at stake. Mao Tse-tung 
seems to apprehend such an eventuali- 
ty, so that in his report at the Third 
Plenary Session of the Seventh Chin- 
ese Communist Central Executive 
Committee on June 6, 1950, he appears 
to make some concession to the rich 
peasants, industrialists and merchants, 
and the so-called democratic elements. 
But in the same report it is emphati- 
cally stated that “it is necessary to in- 
duce, according to definite plans, class- 
conscious labourers to join the Com- 
munist Party and to increase the 
working-class elements of the Party 
organization. Generally speaking, the 
recruitment of new members for the 
Party from the rural districts in the 
Liberated Areas should be discontinu- 
ed. In the newly Liberated Areas, the 
general principle is that before the 
completion of the land reforms no 
effort should be made to develop the 
Party organizations in the rural dis- 
tricts.” It is clear that these provisions 
are made because Mao Tse-tung wants 
to minimize and transform the better 
qualities of the peasants in the Com- 
munist Party, so that when the time 
arrives for him to fight through the 
“third pass” of socialism he will be 
amply prepared for the bloody strug- 
gles with the peasants. 
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REVIEW OF THE 


The invesion of the territory of the 
Republic of Korea on June 25 by the 
forces of the Korean People’s Republic, 
the communist state north of the 88th 
parallel, has changed the economic and 
political conditions of South Korea. 
Consequent upon the successful des- 
truction of the North Korean forces, 
Communist Chinese forces intervened 
and thus the fate of Korea remains 
undecided though the eventual re- 
unification of the country is certain 


to be achieved. Korea is bound 
to enter the international scene 
with new vigour once the poli- 


tical unification of the country has 
become a fact. All Far Eastern neigh- 
bours of Korea will in due course be- 
nefit from the return of Korea to the 
comity of nations and Hongkong in 
particular has reason to look forward 
with hope to the expansion of business 
resultant upon the resumption of re- 
gular communications with the north- 
ern country. 


Progress in 1949 
During 1949, the first full calendar 
year of its existence, the Republic of 


Korea, a predominantly agricultural 
country, was beset with many major 
economic problems. The measures 


adopted and the practices pursued by 
the Republic in dealing with these 
problems laid the foundation for the 
future course of events in the Republic. 
Domestic events and reactions to them 
by an inexperienced new Government 
dominated the economic history of the 
year. Among the major economic 
events that took place were: (1) 
The rapid deterioration of the fiscal 
and financial situation, occasioned by 
an increase in the rate of Government 
deficit spending; (2) a continued 
disequilibrium in its balance of trade; 
(3) the conclusion of a trade arrange- 
ment with Japan; (4) the relative- 
ly successful completion of the grains 
purchase program; (5) the promul- 
gation and implementation of the Land 
Reform Law; and (6) the promulga- 
tion of the Law on the Disposition of 
Vested Property. 


The most significant economic deve- 
lopment in 1949 was the sharp increase 
in the scope and rate of Government 
deficit sperding and the consequent 
substantial and rapid deterioration in 
the Republic’s fiscal and financial 
situation. The policy of sustained heavy 
deficit spending by the Government 
through overdraft on the Bank of 
Korea, which was reflected in the’ pro- 
gressively increasing budgetary im- 
balance, was at the root of the infla- 
tionary spiral which reached a critical 
stage by the year’s end. 


T’he principal elements in the mount- 
ing deficit consisted of accelerated 
spending for military and police pur- 
poses and the continued subsidization 
of major governmental enterprises and 
services without compensatory expan- 
sion of yeneral revenues. However, 
there were measures to reduce sub- 
sidies in governmental enterprises and 
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services and to place Korea’s vested 
industries cn a sound financial footing. 
These measures included substantial 
increases in railroad passenger and 
freight rates, marine passenger and 
freight rates, postal rates, and the pro- 
mulgation of the law on the disposition 
of vested industrial properties. 


Although the Republic’s total volume 
of foreign trade declined in 1949 below 
that of 1948, reflecting a substantial 
diminution in imports of foodstuffs, 
there was a corresponding decrease in 
exports, leaving the disequilibrium in 
the balance of trade at approximately 
the same level — imports being about 
9.7 times exports. About 87 percent of 
the Republic’s balance-of-payments 
deficit in commodity trade and invisi- 
bles was absorbed by the United States. 
(The United States Government autho- 
rized a total of $120,000,000 for ECA 
aid to Korea for the United States 
fiscal. year ending June 30, 1950.) 


Achievernent of some degree of 
equilibrium in the Republic’s balance 
of payments will require phenomenal 
export increases and drastic reductions 
in import requirements. Sizable export 
increases may be realized in the form 
of shipmerts of rice (chiefly to Japan) 
and of marine products, but the latter 
depends largely upon the rehabilitation 
of canning and refrigeration facilities. 
In the cas2 of rice, some progress was 
made in that Korea contracted for the 
sale of 100,000 metric tons to Japan in 
February 1950, the first postwar rice 
exports froin Korea, in accordance with 
the terms of the Korea-Japan trade 
arrangement concluded in April 1949. 
With respect to import requirements, it 
would appear that a reduction would 
have to be made in the Republic’s lar- 
gest single import item, commercial 
fertilizer, which accounted for 34 per- 


cent by value of the country’s total 
imports in i949. 
Despite deficiencies, however, the 


people in south Korea appeared to fare 
well as compared with most other Far 
Eastern peoples. Factors contributing 
to this relatively faverable standard of 
living included an increase in industrial 
production and a good summer grain 
and rice crop permitting self-sufficien- 
cy in foodstuffs. People were less ill 
clothed than those in neighboring re- 
gions chiefly because of raw cotton and 
silk production for domestic consump- 
tion as well as ECA raw cotton im- 
ports. Of particular concern to the far- 
mers was the implementation of the 
Land Reform Law, which provides for 
the Government purchase of landlord 
holdings in excess of specified mini- 
mums and their resale to tenant far- 
mers. The lot of the urban population 
was not as favorable as that of the 
farmer in 1949 principally because city 
population had aggravated municipal 
problems such as housing, public utility 
services, sanitation, and health, and 
because of the suspension of the gen- 
eral rice ration in November and a 
sharp rise in the cost of living. The 


industrial worker did not fare as welk 
by reason of urban population pres- 
sures resulting in a reservoir of cheap 
labor and the inability of industry to 
absorb more than a fraction of the un- 
employed urban increment. 


Among other developments in 1949 
were the Hepublic’s conclusion of oil 
agreements with foreign oil companies 
and the Government’s acceptance of an 
invitation to participate in the next 
meeting of the General Agreement on 
Tariffs and Trade (GATT). 


AGRICULTURE AND FOOD 

As a result chiefly of Korean agri- 
cultural experience and United States- 
financed fertilizer imports, the Repub- 
lic of Korea achieved self-sufficiency 
in foodstuffs in 1949. This self-suffici- 
ency permitted (1) the elimination 
of cereals imports from the ECA Aid 
Program subsequent to July 1, 1949 
(2) the maintenance of a high level 
of caloric intake, and (3) the sche- 
duling of surplus rice for export. 


Agricultural Production by Major Corps, 1946-49 
(Quantity in thousands of metric tons} 


Crop 1946 1947 1948 1949 
Rice (brown) .. 1,838 Baie, 2,362 2,430 
Barley... 402 339 265 535 
Wheat sch sa22% 63 62 19 114 
Naked barley .. 162 216 197 256 
Rye: Rapist 18 30 23 30. 
Italian millet .. 74 54 60 123 
Sorghum ..... 7 8 7 16 
COPny sadiciecreese 11 11 11 24 
Buckwheat .... 14 7 7 Al 
Soybeans 5 138 125 125 196 
Red beans .... 10 11 19 19 
Sweet potatoes 264 279 807 416 
Trish potatoes . 216 226 226 491 
Vegetables < 617 734 1,311 1,196 
Fruits 62 73 16 35 
Tobacco 8 20 21 32 
Cotton 57 42 53 76 
Silk cocoon .... 6 6 6 7 

Note.—Figures have been converfed from 


Korean units of quantity to metric tons, usimg= 
the following conversion factors; 1 suk of brawnr 
rice equals 0.1525 metric ton; other grains and! 
beans have been converted from suk (5.119 
bushels) at 60 pounds per bushel for wheat,. 
naked barley, soybeans, and red beans; 48 pound 
per bushel for barley and buckwheat; 56 pounds 
per bushel for rye, sorghum, and corn; and 49 
pounds per bushel for Italian millet, Potat@s, 
vegetables, and fruit were converted from kwan 
at the rate of 1 kwan equals 8.267 pounds, 


Although weather in 1949 was espe- 
cially favourable for the production of 
summer grains, contributing to the 
largest summer grain crop in postwar 
years, a drought in the summer pre~ 
cluded full rice planting in Kyonggi 
Province, where planting was limited 
to approximately 50 percent of the 
paddy land. Average rains in the rest 
of the Republic, however, permitted 
normal planting of the rice lands, 
which yielded a crop estimated to be 
equal to the rice harvest in 1948—the 
largest crop since 1941. Losses in rice 
production resulting from the drought 
in 1949 were made up in large part. by, 
increased cutput of other fall crops, 


ae 


including buckwheat, grain sorghum, 
millet, and soybeans. Ar important 
factor in achieving larger grain crops 
to sustain south Korea’s increased 
population has been the ECA fertilizer 
program. In 1949 fertilizer imports 
amounted to 656,198 metric tons, nearly 
all of which were financed with United 
States appropriated funds. 


Crop Production 

The Republic’s rice crop in 1949. 
which is estimated to equal 1948’s 
harvest, is reported at 15,931,175 suk 
or about 2,429,504 metric tons of brown 
rice. Approximately 2,480,000 acres 
were planicd with an estimated yield 
of 33.7 bushels per acre (except for 
the drought-affected northern Pro- 
vinces). Ais indicated in table 1, the 
reported 1949 rice crop exceeded the 
1946 crop by 32 percent, the 1947 crop 
by 15 percent, and the 1948 crop by 3 
percent. These figures, however, are 
not a true reflection of the magnitude 
of actual production since it is con- 
sidered that crops in Korea have tradi- 
tionally been underreported by the 
Provinces in an effort to reduce pro- 
vincial yuotas in previous forced grain 
collection programs. 


The summer grain crop in 1949— 
barley, naked barley, wheat, and rye— 
the largest in postwar years, ‘was 
estimated at approximately 935,045 
metric tons from an estimated planted 
area of 2,088,740 acres. ‘T'nis bumper 
crop resulted chiefly from unseasonally 
mild weather and spring rains. As in 
the case of rice. summer grains 
also are believed to have been 
underreported in postwar years, and 
consequently the figures in the append- 
ed table retiect estimates or trends ra- 
ther than uctual production. 


The Korean Monopoly Bureau’s to- 
bacco harvest estimate of 31,763 metric 
tons for 1949 represents an unprece- 
dentedly high production of this com- 
modity and refiects the excellent grow- 
ing weather and fertilizer availabilities. 
The cotton crop (Korean cotton is 
about 70 percent seed by weight) also 
registered eppreciable gains in 1949, 
being estimated by the Korean Minis- 
try of Agriculture and’ Forestry at ap- 
proximately 75,744 metric tons, a sub- 
stantial increase over the 1948 estimat- 
ed production of 52,500 metric tons, the 
result principally of favorably lower 
rainfall and increased planted acreage. 
Since domestic cotton is short staple 
and generally poor in quality, it must 
be mixed with imported longer-staple 
cotton for satisfactory spinning, but 
the availability of higher-quality im- 
ported cotton and the lack of mixing 
skill have resulted in the use of im- 
ported cotton to the virtual exclusion 
of indigenous cotton. As a consequence, 
the bulk oi the domestic cotton has 
been used in the home industries in the 
manufacture of cloth, batting, and pad- 
ded cloth, contributing to the mainten- 
ance of hizher living standards rather 
than the amelioration of the trade 
balance. Somewhat similar conditions 
prevailed in the case of raw silk, a 
major portion of which was used do- 
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mestically, only a smali part having 
been exported as raw silk or silk 
fabrics. 


Food. Collection and Rationing 


Follawing the National Assembly’s 
rejection of the Government’s program 
for compulsory collection of summer 
grains, the Government initiated a 
program for the purchase of approxi- 
mately 100,000 suk of summer grains 
at approximately open-market prices 
The goal was exceeded by about 5 
percent during September, reflecting 
the proximity of the official purchase 
prices to cpenmarket prics and the ac- 
tual delivery to producers of promised 
incentive goods (1 yard of cotton 
sheeting per bag of grain purchased). 


In contrast with the unsuccessful 
1948-49 compulsory rice collection pro- 
gram, wnich was abandoned in March 
of 1949 wken only 51.9 percent of its 
quota had been met, the Government 
purchase program for 1949-50 (about 
510,000 metric tons) met with relative 
success. Government purchase began 
in November of 1949 and by the end of 
December about 88 percent of the goal 
had been met. The program began to 
lag in December, as a result of cur- 
rency and incentive goods shortages, 
but reached approximately 93 percent 
ee by the end of February 
1950. 


The success of the collection was due 
largely to a liberal buying price, which 
consisted of 1,300 won in currency for 
each straw bag (54 kilograms) of 
rough rice, a 1,000—won certificate 
redeemabl2 in fertilizer, and 2 yards 


of cotton cioth. This price in terms of- 


currency end incentive goods was suffi- 
ciently close to the open-market price 
to attract farmers. In addition, the re- 
lative success of the 1949-50 program 
over that of 1948-49 must be measured 
in terms cf established goals for the 2 
years, the quota for the latter year 
being approximately 510,000 metric 
tons as compared with a quota of about 
1,125,000 metric tons for 1948-49. 


The number of rationees in south 
Korea, which had been reduced from 
8,327,491 in January to 4,547,084 by 
October was reduced to approximately 
1,115,000 in November, and the general 
ration was suspended on December 1 
(only those entitled to the special ra- 
tion, numbering about 172,000, drew ra- 
tions in December). The general rice 
ration, involving approximately 2,100,- 
000 persons, was resumed at the end of 
January 1950, the sales price for the 
rationed rice being 650 won per small 
mal (16.5 pounds) which approximates 
the cost price to the Government. 


Land Reform 


The Korea Government, as a corol- 
lary to the successful redistribution of 
the former Japanese-owned farmland 
initiated in 1948 and in keeping with 
the terms of the Constitution providing 
for the distribution of farmland to 
self-tillmg farmers, enacted a Land 
Reform Law which was promulgated 
on June 22, 1949. The law provides for 


the Government purchase of landlord 
holdings in excess of specified mini- 
mums and their sale to the tenant far- 
mers working them. Estimates place 
the amount of land falling under this 
law, including that part of Japanese- 
owned land not distributed under the 
Military Government Ordinance of 
1948 for the sale of vested farmlands, 
at approxibately 1,470,000 acres, or 
nearly 30 percent of south Korea’s 
arable land, to be distributed to about 
526,195 farm families. The law, as 
amended in January 1950, provides for 
the rate of compensation to the land- 
lord and the rate of payment by the 
fanmer at 150 percent of the land’s 
average annual yield in installments 
over a. period of 5 years. Although the 
National Assembly failed to pass the 
budget for the implementation of the 
Land Reform Law by the end of the 
year. the President authorized the ex- 
penditure of 100,000,000 won for a 
survey preparatory to initiation of the 
program. 


Irrigation and Land Reclamation 

By the end of 1949, 36 irrigation and 
2 reclamation projects involving a total 
area of 42,348 acres were completed 
out of a total of 122 projects in pro- 
gress. In addition, 25 major flood 
damage repair projects, involving 61,- 
875 acres, were completed out of a 
total of 30 projects in progress. Work 
on many projects was suspended in the 
last quarter of 1949 largely as a result 
of fund shortages. 


FORESTRY AND FISHERIES 
Forestry 


The indiscriminate cutting of the 
Republie’s declining forest resources 
which prevailed in 1948 continued 
throughout 1949, resulting in further 
forest depletion, the aggravation of the 
soil-erosion problem, and the continued 
need for log end lumber imports. Since 
approximately 90 percent of the timber 
cut in 1949 was consumed as fuel and 
the remainder used as lumber, the de- 
velopment of a fuel substitute for wood 
to be used for cooking and heating pur- 
poses appeared to be an important con- 
sideration in saving and developing 
Korean forest resources. Peat may 
prove to be the solution to the Repub- 
lic’s forest-depletion and _ soil-erosion 
problems, but production of peat must 
be increased above the level achieved 
in 1949—only 58,000 tons. 


Fisheries 


Fish and marine landings in 1949 are 
estimated at 286,725 metric tons, only 
slightly more than 1948’s production 
of 286,592 tons, and consisted of 83 
percent fish, 2 percent shellfish, 3 
percent seaweed, and 12 percent sea 
animals. Increases in 1949 production 
over 1948 were registered in fish catch 
(5.8 percent) and in shellfish catch 
(3.1 percent). On the other hand 1949 
seaweed production and sea animal 
catch fell below 1948 achievements by 
7.3 and 27.2 percent, respectively. 


Second only to rice, the Republic’s 
fish and marine production, which con- 
stituted about 65 percent of Korea’s: 
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monthly export trade in 1949, offers 
the best potential source of foreign ex- 
change. Although it is believed that, 
-with additional boats, Korean fish and 
marine production can support appre- 
ciably higher export levels, the ex- 
pansion of export markets may prove 
difficult in view of probable competi- 
‘tion from countries such as Japan and 
the limited operating facilities for pre- 
paration of larger quantities of fish 
products for world-wide distribution. 
Owing to a lack of technical skill, only 
10 percent of Korea’s available canning 
‘capacity is currently being utilized. 


MINING AND ELECTRIC POWER 


Coal 

Production of coal in 1949, totaling 
1,126,146 metric tons of anthracite and 
‘lignite in both Government and privately 
‘owned mines, was substantially above 
1948 production of 867,425 tons. This 
achievement, however, was. below ear- 
lier expectations and at the same time 
exceeded the ability of the Korean 
economy to absorb its indigenous pro- 
duction under the existing allocation 
restrictions, the prevailing state of 
financing authorized purchases (made 
principally by Government agencies 
and enterprises), transportation pro- 
blems, and the difficulty of effecting 
efficient distribution of coal supplies 
through governmental machinery. In- 
digenous coal stock piles at the end of 
1949 totaled approximately 410,000 
metric tons. 


Low mining production levels in 1949 
were a consequence chiefiy of inade- 
quate financing of the operation of the 
Government’s vested coal mines, which 
led to recurrent pay-roll crises, and 
general labor unrest among the miners 
stemming from inadequate rice rations, 
slow payment of wages, and unfavor- 
able working conditions. 


In an effort to put the vested coal 
amines on a business basis looking to- 
ward increased coal production and 
the elimination of financial difficulties, 
the Government was considering in 1949 
the establishment of a Korean Govern- 
ment. Coal Corporation to operate the 
Government - owned mines, briquette 
plants, and the Korean Coal Distribut- 
ing Co. It was further planned, in 
order to meet Korean indigenous coal 
requirements of approximately 2,500,- 
000 tons, to develop new properties and 
mines, but such development will re- 
‘quire from, 3 to 5 years’ time and will 
not eliminate the Republic’s bitumi- 
nous coal requirements. Bituminous 
coal imports in 1949 amounted t0 
660,772 metric tons, 32 percent below 
1948 imports of 967,903 tons, and re- 
flected reductions in Korean import 
requirements and procurement econo- 
mies. 

Tungsten 

Tungsten concentrate ore production 
increased to 868.6 metric tons of metal 
content in 1949 from 746.6 tons in 1948. 
The contemplated installation of new 
tungsten ore milling equipment at the 
Sangdong mine is expected to result 
in appreciable -production increases in 
tungsten concentrate, the Republic’s 
most valuable mineral export. 


FAR EASTERN ECONOMIC REVIEW 


43 


a Mineral Production, 1947-49 


Mineral and unit 


AMEHraGItS, “Waiaisiiamisielle e/atiate p< 0.9 /vi6's metric tons .. 
Wi@TTvS” T sspetel tian chatalolahsisjelerets) ata eicia, atare — do — 
Gold (metal content) .............. kilograms 
Silver (metal content) ............. — do — 
Blectrolytic copper ....66.00.000 sides metric tons 
Tungsten (metal content) .......... — do — 
Amorphous graphite .............+. — do — 
Crystalline graphite ............... — do — 
Lead (metal content) .............. — do — 
Zine (metal content) .. — do — 
Molybdenite ......,... — do — 
Bismivehy i, «tis seers — do — 
PAOLA Dupin’ ekiala? ayahhel chat taminyera ane — do — 
A lOUrite, Mecaitenidvasinrsisie sictees sta ata a tant — do — 
EC eS MS COCO OO ARR Lee cra — do — 


n.a, Information not available, 
‘ 


Other Minerals 


Although reported minerals output 
in the Republic was somewhat higher 
in 1949 than in 1948, production levels 
were generally low. Amorphous gra- 
phite registered the major increase, ris- 
ing from 14,888 metric tons in 1948 to 
39,863 tons in 1949, while crystalline 
graphite production increased from 
566 metric tons in 1948 to 808 tons in 
1949. Gold production decreased in 
1949 to 106.8 kilograms of metal con- 
tent from 107.8 kilograms in 1948, but 
there was a sharp increase in reported 
production during the last quarter of 
the year, resulting chiefly from the 
increase in the Government subsidy 
payment from 694 won to _ 1,594. 
This increased subsidy brought the 
total purchase price to 2,100 won 
per gram as compared with the 
approximate open-market price of 
about 3,100 won per gram in the last 
quarter. it would appear, however, 
that the increased subsidy had the 
effect of diverting into Government 
hands a larger percentage of the gold 
produced but not reported. Silver pro- 
duction declined substantially in 1949. 
but it is believed that the decline, as 
in the case of gold, represents a dis- 
parity between reported production 
and actual production. The low level 
of lead output stemmed from the clo- 


1947 1948 1949 
463,163 799,385 1,065,961 
37,055 68,040 60,185 
77.6 107.8 106.3. 
1,203.4 1,197.6 588.8 
341 514 308 
579 747 869 
na. 14,888 39,863 
670 566 808 
240 260 80 
126 221 _ 
* 2 11 
— 104 173 
434 7,723 5,988 
a — 1,230 
700 72 2,773 


* Less than half the unit, 


sure in June 1949 of the Republic’s 
only two important lead mines on the 
Ongjin Peninsula as a result of border 
fighting. 


Electric Power 

Though. power production in the 
Republic of Korea increased from 
490,300,000 kilowatt-hours in 1948 to 
655,300,000 in 1949, reflecting an in- 
crease of approximately 33.7 percent, 
total available power supply in 1949 
was 5.7 percent less than in 1948 as a 
result of the suspension of power de- 
liveries from north Korea in 1948. 
Deliveries from north Korea in 1948, 
through May 14, amounted to 204,800,- 
000 kilowatt-hours. Despite the. credit- 
able gain in electric power production 
in 1949, achievements fell substantial- 
ly below earlier expectations because 
of mechanical failures, shortages of 
parts and’ operating funds, deficiencies 
in technical and managerial skills, and 
drought in summer months. A preli- 
minary study by the ECA Mission in 
Seoul indicates that electric power 
production in 1949, in terms of current 
estimated capacity, averaged 42.5 per- 
cent monthity. Of total power output in 
1949, 47.4 percent was generated by 
thermal plants, 30.8 percent by 
hydroelectric plants, and 21.8 percent 
by oil plants. 


Industrial Production, 1947-49 


Commodity 1947 1948 1949 

IVs Baas Fabs bO6 MeO chs JOUR OREK LG metric tons .. 22,253 20,818 20,208 
Ts (ojovol se NAC GoCOGDO URDOC OBOOIa 5 — do — 8,628 2,740 2,714 
folate Sere Wy onnaocccel oo oonnodne — do — 5,577 5,940 12,893 
Cotton sheeting .........00css.00e kilometers .. 27,971 25,700 58,218 
HEES NS | Seno SED OUCUOOR > OU tao PIED metric tons .. 3,213 8,246 8,419 
Bicycles a cceiieteraits, stelersvaletanrsiars aloe as each na. 4,800 15,282 
Files thousands ., na. 108 186 
Nails metric tons ., 1,705 1,697 2,466 
Electric bulbs (5 to 30 watts) thousands... 4,977 3,375 1,890 
Soap metric tons ,. 2,972 3,870 5,041 
Cement — do — 18,1919 17,350 24,132 
Clinker — do — 5,780 19,095 28,046 
Common: brick! cerjele estate sieleceiere ss -— do — 40,644 39,480 112,800 
Pine PIII ri cteiere wisieiciels!sisie1 eyata otelete — do — 4,992 5,448 8,430 
Pottery and porcelain ............ 1,000 pes 4,896 7,512 20,936 
Rubber products: 

Boots: and ‘shoes .5.-.-.<<:a-ne« 1,000 prs 5,166 28,851 33,781 

Age MTOUCTS  crciiiseflere scAelels sis ieiale (si — do — 12 52 33 

Bicycles: tires i ic.ccade sacs one thousands 98 173 482 

Bicycles: tubes 2... cee cece e ees — do — _— 227 784 

Truck tires — do — 2 8 16 
quead peneilay 7S iireen.« dejcisisieis es eleincie gross ate na. 61,894 92,750 
Coal briquettes . Metric tons .. 200,994 76,724 168,358 
Woke ea ivisisistersrs — do — 20,373 10,971 11,514 
Sal Gita these os ere Sure io ereieVojoiersiergie+'e/s sien — do — 70,524 89,979 187,812 
Tobacco products — do — 8,882 11,135 13,644 


nn Tl 


n.a, Information not available, 
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MANUFACTURING 
The Republic’s physical output of 


many manufactured items in 1949 
showed a marked ‘increase over 1948! 
production levels although electric 


power supply in 1949 was approxim- 
ately 5.7 percent below that of 1948. 
The acute shortage of managerial and 
technical skills militated against more 
substantial production increases and 
was responsible for neglect of main- 
tenance and frequent breakdowns. 
Only the production of flour, noodles, 
electric bulbs, and rice rollers showed 
declines whereas all other commodities 
listed in the table showed substantial 
increases. Although large in percentage 
terms, these increases were insufficient 
in actual quantities to meet domestic 
demands and made only minimum 
contributions to industrial development 
and export expansion. There were vir- 
tually no plants manufacturing for 
export, and imports were designed 
primarily to meet the minimum needs 
of the Korean economy and were not 
directed to any appreciable extent 
toward the development of export in- 
dustries as such, 


Textiles 

Cotton sheeting production in 1949 
was more than double that of 1948 and 
represented an approximate 3 yards 
per capita annual production as com- 
pared with an estimated 5.5 yards per 
capita annual capacity requirement. A 
year-end shortage of raw cotton, how- 
ever, reduced cotton sheeting produc- 
tion from a December figure of 8,604,- 
240 yards to 6,295,500 for January 
1950, and further reductions were an- 
ticipated for February. Although 
woolen cloth production in 1949 was 
about 14 times as great as 1948 output 
it represented only approximately 0.02 
yard capita annual output as compared 
with an estimated 0.2 yard per capita 
annual capacity requirement. The 
shortage of warp yarn, both cotton 
and ‘worsted, reduced woolen output 
from 57,476 yards in November to 36,- 
132 in December. 


Rubber Products 
All rubber footwear production in 
1949 was approximately 11 percent 


above that of 1948 or about 60 percent 


of estimated domestic requirements, 
The output of truck tires, 16,500, was 
double that of 1948 but still insufficient 
to provide more than 2 tires for each 
of the estimated 8,000 trucks and 
busses. About 1,700 automobile tires 
were produced in the year as compared 
with 295 in 1948, a production level 
which allowed only 1 tire for each of 
the estimated 4,000 passenger cars. In 
contrast with an estimated requirement 
of 800,000 bicycle tires, only 482,000 
were manufactured in 1949, Notwith- 
standing* the decline in rice-roller pro- 
duction in 1949, the total number pro- 
duced was considered nearly sufficient 
to meet domestic requirements. 


Other Industries 

Flour production declined in 1949 
and represented about one-fifth of a 
pound per capita for the year as com- 
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pared with an estimated 9 pounds per 


capita annual requirement. Cement, 
paper, and salt production registered 
substantial increases but remained 


below annual requirements. 


Disposition of Vested Industrial 

Properties 

Since approximately 90 percent of 
the Republic’s industrial plant consists 
of former Japanese properties now 
vested in tiie Government of the Re- 
public, which operated many of these 
industries at a deficit, it became ap- 
parent in 1949 that the development of 
the Repvolic’s industry upon a sound 
business basis depended upon private 
rather «shan Government ownership 
and direction. In view of these difficul- 
ties and pursuant to the President’s re- 
quest that the bill on the Disposition 
of Vested Properties be passed, the 
National Assembly passed it on Decem- 
ber 3, 1949, and the law was promul- 
gated on December 19, 1949. 


This law gives the President almost 
unlimited discretion with respect to its 
implementation. It provides that cer- 
tain types of property, including mines, 
machinery factories, iron foundries, 
and forests, shall be nationalised 
and that sther enterprises of a public 
nature shail also be nationalized. It 
authorized the President to determine 
which properties are of a public nature. 
Sales under the law had not been initi- 
ated by the end of the year. 


TRANSPORTATION AND 

COMMUNICATIONS 
Transportation 

Railroads.—Although the number of 
locomotives and passenger and freight 
cars is believed to be adequate for the 
service required of the railroad system, 
the standards of maintenance have not 
been sufficiently high to keep enough 
of this equipment available for current 
needs. Despite ample shops and equip- 
ment, it was impossible during 1949 to 
repair locomotives rapidly enough to 
reduce tne backlog of unserviceable 
ones. This condition resulted from poor 
daily maintenance, improper care of 
boilers, and the use of untreated boiler 
water. Passenger and freight equip- 
ment also suffered from the need of 
repairs. 


Gross metric ‘tonnage hauled by the 
railroads during 1949 amounted to 
5,712,925, compared with 4,878,161 in 
1948. Passenger trips in 1949 totaled 
74,500,000, or 4,200,000 more than in 
1948. Passenger rates were increased 
250 percent and freight rates an aver- 
age of 40 percent in March 1949, in- 
creases which enable the railroads 
ie their operating deficit in 


Shipping. — The Korean merchant 
marine, whose activities in 1949 were 
confined ulmost exclusively to local 
coastal trade, consists chiefly of ship- 
ping owned by or vested in the Korean 
Government and _ operated by the 
Marine Bureau and the Korean Steam- 
ship Co. under the jurisdiction of the 
Ministry. of Transportation, In Septem- 
ber 1949 the National Assembly passed 
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a bill establishing the Korean Marine 
Transportation Co., which assumed 
operational control of the combined 
fleets on January 1, 1950. The company 
is controlled by the Government which 
owns 80 percent of total capitalization. 
In addition, seven Baltic coasters were 
loaned to che Korean Government by 
the United States Department of the 
Army. 


Less cargo and fewer passengers. 
were hauled in 1949 on the 22 ships in 
service tnan in 1948 with 29 ships in 
service. Cargo hauled in 1949 totaled 
638,898 metric tons as compared with 
700,461 in 1948 and passengers carried 
totaled 56,468 as compared with 68,885 
in 1948. As a measure to reduce the 
sizable Government subsidies being 
granted, all marine freight and passen-- 
ger rates were increased 150 percent 
on March 15, 1949. 


Civil aviation—The Korean National. 
Airways, the only privately owned and 
operated Korean air line corporation, 
initiated its first scheduled flights on 
November 1, 1949, between Seoul and 
Pusan, and has operated its planes re- 
gularly between these points since that 
date. Service to other points has not 
been inaugurated. 


Pursuant to a request of the Korean 
Government, the operation of the 
Kimpo Airport (south Korea's only in- 
ternational airport) was transferred on 
September 1, 1949, from the United 
States Air Force to the Civil Aeronau- 
tics Administration under the general 
supervision of ECA and operated by a 
private American contractor. A formal 
agreement in this respect was signed 
on January 14, 1950, 


Communications 


The Republic of Korea became 2 
full member of the Universal Postal 
Union on January 1, 1949, and later in 
the year initiated surface parcel - post 
exchanges with the United States and 
Japan. Generally, the domestic Korean 
postal service operated effectively in 
1949 but showed a sizable deficit for the 
first 8 months of the fiscal year (April 
to November 1949) despite a substan- 
tial increase in postal rates in May. 
Total pieces of domestic mail handled 
in 1949 is reported at nearly 6,200,000, 
and international mail totaled 404,848 
pieces sent to foreign countries and 
538,397 received from foreign countries, 


During 1949.a monthly average of 
530,000 messages were exchanged be- 
tween domestic points in south Korea 
through the 205 operating telegraph: 
stations as compared with 356,000 
messages in 1948. Domestic telephone 
messages averaged 187,000 per month 
in 1949 in contrast with 155,000 in 1948. 
Before 1949 the international radiotele- 
graph and radiotelephone service was 
foreign owned, but its installations 
were sold to the Korean Government 
at the end of 1948. During 1949, the 
combined traffic for international ra- 
diotelegraph and submarine cable ser- 
vices averaged 13,720 messages month- 
ly. International radiotelephone mess- 


195] 


ages sent during 1949 averaged 348 
monthly and messages received, 35 
monthly. 


LABOUR AND EMPLOYMENT 

International recognition was ac- 
corded +o the Korean Federation of 
Labor Unions (KFLU) by its admission 
to membership in the newly organized 
International Confederation of Free 
Trade Unions at London in December 
1949. Domestically, developments in. 
the field of labor included the official 
outlawing by the Government of the 
pro-Communist Korea Labor Council 
in October 1949, the internal split 
in the KFLU leadership and _ the. 
virtual Government control of the 
KFLU in November with the Ko- 
rean Minister of Social Affairs acting 
as chairman of the body. 


Workers, as approximate percentages 
of the total population and as estimated 
on the basis of the general population 


survey carried out on May 1, 1949, 
were: Agriculture, 31; fishing, 0.44; 
mining, 0.17; manufacturing, 1.32; 
commerce, 1.84; transportion, 0.37; 


public service, 2.06; household work, 
0.71; and iniscellaneous pursuits, 1.48. 
The number of people desiring but not 
attaining work has not been accurately 
determined, although the rough estim- 
ate of 1,000,000 persons has been wide- 
ly used. 


FINANCIAL CONDITIONS 
Government Finance 

The Government’s deficit spending 
was the basic factor in the continued 
deterioration of Korea’s financial situa- 
tion and was reflected in a progressive- 
ly increasing budgetary imbalance. 
Computations based on reports of the 
Bank of Korea indicate that the bud- 
getary deficit for the period April 1 to 
December 31, 1949, amounted to 45,- 
034,000,000 won, cr 65 percent above 
the earlier authorized deficit of 27,486,- 
000,000 won for the entire fiscal year. 
The Government’s policy of financing 
its deficits by borrowing from the Bank 
of Korea continued throughout 1949 
and resulted in an overdraft with the 
Bank on December 31, $949, of 86,477,- 
000,000 won, exclusive of counterpart 
deposits. The overdraft was 39,800,000,- 
000 won at the end of 1948. 


The principal element in the mount- 
ing deficit was the accelerated expen- 
ditures for military and police purposes 
which were far out of balance with 
civil governmental expense require- 
ments. By the end of the calendar year 
1949 the National Defense and Home 
Affairs Ministeries had exhausted their 
entire fiscal-year appropriations and 
the Defense Ministry had also exhaust- 
ed an additional 2,000,C09.000 won. In 
‘this connection, the National Assembly 
authorized in December a 10,000,000,- 
000-won National Defense Bond issue 
to raise funds for security force ex- 
penses, the first attempt by the Repub- 
lic to raise funds by this method. An- 
other factor contributing to the mount- 
ing deficit was subsidization of.major 
governmental enterprises and services 
including coal, power production, rail- 
roads, and other utilities without a 
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compensatory expansion of general 
revenues. Price subsidies were also 
used extensively in that ECA-aid goods 
were sold in 1949 at prices consider- 
ably below open-market prices and in 
some cases below landed costs. 


Of the total reported Korean Gov- 
ernment receipts of 49,902,000,000 won 
for the period from April 1 to Decem- 
ber 31, 1949, the Monopoly Bureau 
produced 19,486,000,000,000 won; the 
Ministry of Transportation, 15,425,000,- 
000; taxes, 5,204,000,000; customs, 
2,166,000,000; and miscellaneous sour- 
ces, the remainder. Although the tax 
structure was considerably broadened 
in 1949, receipts remained at uniformly 
low levels, with collections through the 
end of December at approximately one- 
half of the total fiscal-year estimates. 
Estimated substantial “voluntary con- 
tribution” levies by quasi-govern- 
mental agencies were considered par- 
tially responsible for low tax returns 
in 1949. A law was passed in November 
to control rather than eliminate these 
socalled voluntary contributions. 


Collections for Aid Goods 

In an attempt to establish a more 
realistic counterpart rate and pricing 
basis for aid goods, the Korean Gov- 
ernment increased the counterpart 
fund rate fund rate from 450 won to 
US$1 to 5C06 won to US$1 in November, 
to 600 won to US$1 in December, and 
to 800 won to US$1 in January 1950. 
In December the Korean Government 
also began to increase prices of aid 
goods with the ultimate objective of 
having these supplies sold at a price 
equal to at least 80 percent of the 
open-market price of comparable goods 
whenever a free market exists or at 
the won equivalent of the dollar land- 
ed cost at the prevailing counterpart 
rate when a free-market price does 
not exist. Collections from sales of aid 
supplies were less than anticipated in 
1949 and about one-third were based 
upon bank credit. Gross cumulative 
coiulection for 1949 totalea about 
31,300,000,000 won. 


Inflation and Prices 

Currency in circulation skyrocketed 
to a peak of 75,100,000,000 won on 
December 31, reflecting an increase of 
73 percent for the calendar year. Defi- 
cit spending involving an _ estimated 
short-term cash expenditure of 12,500,- 
000,000 won to finance the rice-pur- 
chase program initiated in November 
was largely responsible for the steep 
increase. Heavy cash expenditures ef- 
fected a decline in bank reserves to a 
critically low level of 3,700,000,000 inj 
December, but the institution of cur- 
rency ration controls, insistence that 
large payments be made by bank drafts 
or check, and increased note produc- 
tion enabled reserves to climb to appro- 
ximately 4,500,000,000 won by the end 
of the year. 


The open-market price of polished 
rice in Seoul shot upward at the year’s 
end from 1,450 won per small mal in 
mid-December to 1,950 won in mid- 
January 1950, as compared with a price 
of 750 won at the end of 1948. Even in 
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Pusan, where the price of rice is nor- 
mally about 22 percent below that of 
Seoul, the price rose to 1,500 won per 
small mal by the end of the year. 
Other foodstuffs, particularly flour and 
wheat, followed the lead of rice and 
advanced in price in December. Price 
increases, sther than those in rice, of 
approximately 48 percent during 1949 
included a 32-percent increase in food- 
stuffs, a 39-percent increase in cloth- 
ing, and a 50-percent increase in fuels. 


although rising slightly 
during the year, did not keep pace 
with prices. The index of wages 
(1936=100) showed that company em- 
ployee wages rose from an average of 
21,865 in 1948 to 23,846 in November 
1949 while wholesale prices rose more 
dramatically, from 65,000 to 108,000 in 
the same period. This diparity was 
softened, however, by hidden subsidies 
in the form of employee benefits such 
as housing and controlled prices of 
some items. Estimates indicate that the 
average white-collar worker and 
laborer with a family of five in the 
Seoul area was earning about 15,000 
won monthly (exclusive of benefits in 
kind) at the end of the year, or only 
from one-third to one-half of the 
amount required to meet minimum 
living expenses. 


Wages, 


Foreign Exchange 

The military conversion rate of 450 
won to US$1, which was established in 
October 1948, was adopted by the 
Government as the official rate of ex- 
change for the Korean won for coun- 
terpart deposits and other Government 
transactions. This was increased later 
in the year in an effort to approach a 
unitary exchange rate applicable to all 
official transactions (see section Collec- 
tions for Aid goods). The spread be- 
tween this official rate and the open- 
market rate for United States green- 
backs widened rapidly, however. To 
attract United States dollars from the 
open market and to stimulate trade, a 
commercial or “market” rate of exchange, 
for the Korean won was _ established 
in June 1949 at a bank dollar buying 
rate of 900 won and a selling rate of 
950: won, with the official rate remain- 
ing at 450 won to the dollar at that 
time. Since the open-market rate for 
greenbacks continued to be more at- 
tractive than the “market” rate, the 
regulations establishing the market rate 
were rescinded in July 1949, but the 
Korean Foreign Exchange Bank con- 
tinued transactions at these rates pend- 
ing the issuance of new exchange re- 
gulations. 


In addition to these rates, the Korean 
Foreign Exchange Bank permitted 
foreign exchange transfers among ap- 
proved traders at a rate agreed to by 
buyer and seller. This rate averaged 
about 2,000 won to US$1 in November. 
In that month a foreign exchange auc- 
tion was held to determine an interna- 
tional value for the ‘won and to reduce 
the spread between the “market” and 
open-market rates. Although it was 
anticipated that the exchange auction 
would result in the establishment of a 
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won-dollar rate in the vicinity of the 
then 2,000 won transfer market rate, 
the auction resulted in a rate of 900 
won to the dollar. The practice of 
effecting foreign exchange transfers 
for commercial account at mutually 
agreed prices was discontinued in 
December in an effort to channel all 
private offers through the auction-rate 
sales. 


FOREIGN TRADE 

The foreign trade of the Republic of 
Korea in the calendar year 1949 con- 
sisted of total imports (both private 
and Government) valued at about 
$138,809,000 as compared with $205,- 
673,000 in 1948, and total exports 
valued at about $14,334,000 as compar- 
ed with export of $18,802,000 in 1948. 
‘Approximately 87 percent of the Re- 
public’s imports in 1949 were financed 
by the United States, 12 percent were 
privately financed, and about 1 percent 


Total Imports§ by Major 


(Value in thousands of 
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financed by the Korean Government. 
Exports, on the other hand, were 69 
percent privately handled and 31 per- 
cent on a Government level. Although 
imports in 1949 were substantially be- 
low those of 1948, exports also declin- 
ed with the result that the ratio of 
imports to exports of 9.7 to 1 remained 
at approxirnately the same level as 
that in 1948, when it was 10 to 1. The 
reduction in imports in 1949 was the 
result principally of an approximate 
$60,000,000 decrease in foodstuffs, im- 
ports of which amounted to about 6 
percent of total imports as compared 
with about 33 percent in 1948. The 
decline of nearly $4,500,000 in exports 
reflected a diminution of laver (sea- 
weed) sales. In 1949 commercial fer- 
tilizers constituted the largest single 
import whereas in 1948 foodstuffs oc- 
cupied this position. Marine products 
remained the major group of exports, 
constituting 65 percent of the total in 
1949. 


Commodity Groups, 1946-49 
United States dollars) 


Commodity group 


Total imports 
OO MPLOGUCtS, serv as larcteis ie /cle ele ela ele urns sible sivlraisiess i= 
Chemicals and drugs, including dyestuffs 
eoloring egents 
Gobtony se iMiN|d)Seleseseyarcis weet’ ss \slivis (erate ta eli aidteikin = © 
Cotton, yarn and thread 
Oa aioe wtevsyakntaiwbeieuays oserscavereyonc) a nieraletela: = /aista\aimstaxel: « 
Fertilizer 
Machinery 
Newsprint 
Petroleum 
Raw rubber 
SELLE PM Metrete aval ott atece a tetabetete aravete rere; s /aseiehonemate tele eiarelaietal ove 
Mehiclestiand: (partSicctynicrh « binie etlenrsteve/sle.clelaelore-6 
Wool, ivarn iand cloth gik.c.dfeierctee a ow ofellaleleinels evs 
Glass and manufactures 
Al! other ** 


and 


1946 1947 1948 1949 
50,618 197,277 205,673 138,809 
22,193 78,287 68,320 8,971 
360 3,396 7,785 * 5,469 
— 235 5,845) t 12,556 

3 49 1,029) 

7,541 8,963 13,725 ¢ 8,418 
6,699 31,130 38,949 31,856 
447 5,818 2,339 2,897 
— 701 2,702 ¥ 5,197 
4,494 5,432 10,385 7,878 
= 1,860 2,821 §§ 2,789 
118 4,093 3,692 958 
4,072 17,586 8,677 4,824 
— 2,833 1,669 tt 428 
110 435 431 11 637 
4,586 36,468 42,304 45,931 


§$ Includes all private and Government 


trade, private trade figures having been convert- 


ed from won to dollars at 150 won to US$1 in 1946, 325 won to US$1 in 1947, 600 won to US$1 


in 1948, and 900 won to US$1 in 1949. 
ported as “cotton and its products.” 
and paper products.” 


* Reported as 
t Reported as ‘‘coal and related fuels.” { Reported as “pulp 
§§ Includes. rubber products. 


“chemicals and related products.” 7 Re- 


tt Reported as ‘‘wool and its products.” 


{1 Figure is for “pottery and glass.’? ** Includes ocean transportation of aid goods, technical as- 
sistance, and invisibles, as well as other miscelianeous merchandise. 


Total Exports + by Major Commodities, 1946-49 
(Value in thousands of United States dollars) 


Commodities 


1946 1947 1947 1949 * 

POCA OXDOLLAN Waritellorelay siscelolaiat«is erste leicieterelneie 674 7,998 18,802 14,354 

Pear NEAL crcecaeli rater atateiele overevicie\sfeleiste's, ciptelk/s (ele lern)7« 25 420 899 539 
Ver Hemera ce eet eta tatelstaleratavelsra/elole) ste atclese lave) witalorenninieis.© va 3 1,331 4,329 1,944 
Dried! ‘shellfish’ (eysyale. = wccrle eee aisigiv ee vi eniersiavins se 139 1,045 3,716 6,100 
(evs) Caerintn Gone CoOCrDOA te eden coo _- 388 760 865 
TUT SSE CM gaara reveye niches ovee ye ose een) oven Shese-e\ajarbalwrn a veteigria/'acmin — 1,022 608 869 
16 749 1.480 920 

491 3,043 7,016 3,097 


+ Includes all private and Government exports, private trade figures having been convort- 
ed from won to dollars at 150 won to US$1 im 1945, 325 won to US$1 in 1947, 600 won vo USSi 


jn 1948, and 900 won to US$1 in 1949. 
* Commodity data for 1949 in this table 


Approxiately 68 percent of the Re- 
public’s total commodity imports in 
1949 were obtained from the United 
States (chiefly fertilizers, petroleum 
and products, foodstuffs, chemicals, and 
cotton and products), 15 percent from 


are preliminary and subject to revision. 


Japan (principally coal, textiles, and 
vehicles), and 3.5 percent from China, 
whereas 63 percent of Korea’s exports 
went to. Hong Kong (largely marine 
products), 24 percent to Japan, and 10 
percent to the United States. 
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Trade With Japan 


In recognition of the fact that Japan: 
and Korea are mutually advantageous’ 
markets and sources of supply for each 
other, chese two areas concluded a: 
trade arrangement on April 23, 1949, 
covering the period from April 1, 1949, 
to Maren 31, 1950, involving an esti-. 
mated volume of trade of $78,000,000. 
Under the trade plan Korean imports 
were estimated at $49,000,000 and it 
was hoped that Korean exports to 
Japan would reach $29,000,000, the de- 
ficit of $29,000,000 to be met chiefly by 
ECA financing. In October, at the end 
of 6 months of operation under the ar- 
rangement, when Korea had contracted 
for the purchase of about $7,000,000 of 
Japanese goods and had sold about 
$2,600,000 to Japan, a conference was 
held to review the trade arrangement 
and to make recommendations that 
would result in an expansion of trade. 
The recommendations, which included’ 
a general relaxation of trade and ex- 
change controls by each area, were ap- 
proved by the Supreme Commander for 
the Allied Powers on behalf of Japan. 
and by the Korean Government in 
December 1949. 


At the end of 1949 Korea had an ad- 
verse balance of trade with Japan, its 
imports under the arrangement totaling 
approximately $11,324,522 or three and 
one-half times its exports to Japan of 
$3,015,029, but Korean rice exports and 
the implementation of the conference 
recommendation’ had not yet been 
made by that date. Of the total exports 
from Japan to Korea after 9 months of 
operation under the arrangement, coal 
constituted 36 percent of the total by 
value; textile materials and products, 
about 23 percent: vehicles and part, 10 
percent; steel rails and railroad ties, 5 
percent; and electrical supplies, 5 per- 
cent. Marine products represented 
about 70 percent by value, of the Ko- 
rean exports to Japan (of which laver 

uotituved 9Z percent) and minerals, 
straw bags and hemp waste, the re- 
iaimder. 


Under the trade arrangement, 100,C00- 
metric tons of Korean rice were orisi- 
nally scheduled for export to Japan at. 
$160 per ton c.if. Japan. Tihese figures 
represented estimates rather than com-. 
mitments, put in December Korea ap- 
proved the export of at least 100,000 
tons of rice and entered into negotia- 
tions with Japan. Japan made an offer 
of $140 per ton, which was under con- 
sideration by. the Korean Government 
at the year’s end. Negotiations dragged, 
however, as a result of Korea’s desire 
to attain a higher price, and had not 
been concluded by the end of the year. 
The sale of 100,000 tons of rice was 
finally concluded in the last week of 
seouary 1950 at a price of $142 per ton. 


Korean Trade Regulations 


A liberalization of trade regulations 
in 1949 included the abolition in Octo- 
ber of the import quota system which 
was established in July 1949 and which 
required the import of certain essential 
items before permission was granted 
to import specified items popular with 
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Total Imports by Major Commodities and Chief Suppliers, 1949 
(Value in thousands of United States dollars) 


Type of financing 


FAR EASTERN ECONOMIC REVIEW 


Total Wi Kovean 
Commodity imports Private * Govt. Govt. Chief suppliers 
Total imports: ........ 138,809 16,359 120,982 1,468 
PROOMSECSREE | fic1c70\4/6: 0 a,cpeer vas 5/6 8,971 201 8,770 —_ United States, Cuba. 
Cotton and products 12,556 3,594 9,162 — United States, China, 
Wool and products ars 428 428 — — Hongkong, U-K. 
Silk and products .........+ 36 28 i 8 Japan, 
Other fibers, textiles and 
SPER RTS rss clap yneisian da caralaiare 1,839 897 942 — United States, Japan. 
Hides and leather 565 — — United States, 
MEU DOR act's sie care eicle a alsieis y 3,132 66 3,076 — Do. 
Pulp and Paper products .., 5,197 8,974 1,223 —_ Norway, U.S., Sweden. 
MCTEMIRENS: PF lzth tab entice sels ele 31,836 2 81,834 —_— United States, Spain. 
Rubber and products ......, 2,789 1,792 =. Malaya, 
Pottery and glass 637 626 — Japan 
Coal and related fuels ...... 8,418 15 7,165 1,238 Do, 
Cement and products ...... 1,807 9 1,798 _ Do. 
i USMC cs ICCC TCS 958 § 958 — Egypt, U.S., Italy. 
Petroleum and products 7,878 192 7,686 —_— United States. 
Iron & steel & products .... 2,066 199 1,686 = Do. 
Nonferrous metals & products .678 122 556 _— Japan, United States. 
Motor vehicles and parts 4,824 432 4,196 196 United States, Japan. 
Other transportation 
equipment) Sec cccac cc ntsen 670 36 634 — Do, 
Machinery and equipment 2,897 154 2,724 19 Japan, United States. 
Technical instruments and 
EUDDMCS ME -clsleteleleislers se sya sicle 852 73 775 4 United States. 
Chemicals & related fuels 5,469 2,096 8,372 1 Do, 
Medical supplies ...-.:s-... 8,163 942 2,221 — Do. 
US OCROY. Bis Vaysissasay eusna saya, icici 31,203 691 30,510 2 


* Converted from won to dollars at rate of 960 won to US$1. 


§ Less than one-half the 


unit. = Includes ocean transportation of aid goods, technical assistance, and invisibles, as 
well as other miscellaneous merchandise. 
Total Exports by Major Commodities and Chief Markets, 1949 
(Value in thousands of United States dollars) 
Total Channels of trade 
Commodity exports Private * Govt. Chief markets 
Potalexportel 26s ciaciace's 14,3384 9,834 4,500 
oodstutis: (PLP r i Sen ctafeee weslers 9,590 7,407 2,183 Hongkong, Japan, 
Chinese medicines 406 318 88 Hongkong, 
Clothes and accessories ......... 6 6 —_ United States. 
Fishers and products .......0805 576 551 25 Hongkong, Japan. 
Machinery and instruments .. 18 5 13 Belgium, 
Metals and metal products 182 182 § Hongkong, United States. 
Pottery and glass 9 9 _ United States, Hongkong. 
Ores and minerals : 2,679 841 1,838 United States, Japan. 
PATI OURCR yee es ne staeiattelternisiatsis\dlns 868 615 353 
* Converted from won to dollars at the rate of 900 won to US$. § Less than $500. 
Total Imports and Exports by Principal Countries, and by Channels of Trade, 1949 
(Value in thousands of United States dollars) 
? Imports Exports 
Country of origin or destination Total Private * Govt. ¢ Total Private * Govt. 
Total 16,359 122,550 14,334 9,834 4,506 
United States 3,009 71,207 1,489 544 945 
JAPAUNE Ml Wierete Savas 2,133 14,529 8,416 69 8,347 
Chinagy  Rinases 3,438 328 105 105 _ 
SDAIN ie. ce hlet insite _ 2,176 _ _ _ 
United Kingdom 2,024 - § § = 
OER 8 a annor ONOAIOSHOOCC 1,719 _ _— _ - 
890 821 _ _— _ 
_ 1,686 — _ _ 
Hongkong 1,368 4 9,019 8,931 88 
Sweden 1,340 _ _— _ _ 
Egypt ..... _ 513 _ _— _ 
Germany — 424 § § — 
Philippines 39 189 13 13 _ 
EGISE ces c.p'oxe 35 151 _— _ — 
India 153 — 
LOAN ss a _ 127 _ _— _ 
Mexico _ 111 — _ _ 
BAC LSUMIM IMT. aisraicteietteeath vials: streets 6 6 — 254 160 94 
Netherlands 2 _— 387 12 25 
All others { 203 30,184 1 — 1 
* Private trade figures converted from won to dollars at the rate of 900 won to US$1. 
t Includes both United States and Korean Government financed imports. § Less than $500. 


f Includes ccean transportation for aid gooda as well as other countries. 
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traders necause of the high profit pos 
sibilities. turther liberalization of re- 
gulations inciuded the approval of the 
trade conference recommendations 
mentioned in the foregoing section, 
Trade with Japan, the authorization of 
the Korean Foreign Exchange Bank to 
approve import and export licenses 
issued by the Ministry of Commerce and 
Industry (eliminating the requirement 
and delay in obtaining Ministry of 
Finance approval), and a minor ex- 
pansion in the lists of approved im- 
ports and exports. 


An important development in the way 
of foreign trade regulations was the 
passage by the National Assembly of a 
new Customs Import Tariff Law, 
which was promulgated on November 
23, 1949, and which revised import 
duty rates from the previously pre- 
vailing uniform rate of 10 percent ad 
valorem to new rates ranging from 
duty-free treatment for raw materials 
such as coal, cotton, rubber, grains, 
etc., to a maximum of 100 percent ad 
valorem on luxuries such as tobacco 
and alcoholic beverages. Duty rates 
were generally set in inverse order to 
the essentiality of products to the 
Korean economy. In addition to the 
change in the import duty rates, the 
National Assembly passed a new sales 
tax which, when promulgated, wil} 
increase the current internal commo- 
dity tax ceiling from 30 percent to 60 
on taxable commodities. This commo-= 
dity tax, although an internal tax, is 
applicable to imports of the taxable 
commodities. 


Trade Outlook 

The amelioration of Korea’s disequi- 
librium in its balance of trade and 
international payments will depend in 
large measure upon its generation of 
net exportable surpluses of rice, which 
in turn will depend upon favorable 
weather, sufficient fertilizers, Korean 
willingness to accomplish such exports, 
and the degree to which the Govern 
ment will permit compensatory grain 
imports. Estimates place Korean rice 
exports for the next 4 years at substan- 
tially higher levels than the 100,000- 
ton sale to Japan concluded in Febru- 
ary 1950. Imports of fertilizers, on the 
other hand, will have to be reduced, a 
reduction which may be accomplished 
with the contemplated construction of 
a nitrogenous fertilizer plant. An in- 
crease in Korean fish and marine pro- 


duction may also support higher export 


levels, but this increase in both pro- 
duction and exports is contingent upon 
the solution of the fishing boat prob- 
lem, the expansion of Korean export 
markets for fish and marine products, 
and the development of facilities to 
permit the preparation of larger quan- 
tities of these products for world-wide 
distribution, 
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BRITISH NORTH BORNEO 


The Colony of North Borneo, situat- 
ed in the northern part of the island of 
Borneo, consists of. the territory for- 
merly administered by the British 
North Borneo Chartered Company and 
of the Settlement of Labuan, which 
were united and given the status of 
Crown Colony on 15 July 1946. The 
Territory is largely mountainous and 
extensively forested. The area is about 
30,000 square miles, and the estimated 
population approximately 330,000. 
Large ports are unpopulated. At the 
last census, in 1931, the main ethnic 
groups of the population were as 
follows: Indigenous 206,444, Chinese 
51,118, Javanese and Malayas 16,149, 
Others 5,475; ‘Total 279,186. 


In order to prevent the indigenous 
peoples from being submerged by cer- 
tain more vigorous immigrants, Native 
reservations have been established. 


Labour policy is to protect the in- 
terests of both indigenous and im- 
migrant labour. The latter are mainly 
Chinese. An officer with a knowledge 
of Chinese is Commissioner of Im- 
migration and Labour. 


As most of the indigenous inhabi- 
tants are engaged in subsistence farm- 
ing, the indigenous labour employed on 
estates and in industry is largely sea- 
sonal. There is, however, a tendency 
for wage-earning to become more 
habitual: in 1948 indigenous workers 
outnumbered immigrant Chinese and 
Javanese labourers who came to the 
‘Territory before the Second World 
War. 


The local labour supply is insuffi- 
cient; to find outside labour sources 
is an urgent problem. In 1948 workers 
were employed as follows: 


Number of 


places of Number of employees 
employment Chinese Javanese Indigenous Others Total 
MST SOLOS = wy tv ist sincera dae 55 1,544 1,716 5,386 346 8,992 
Industry and 
Ctnmerts Pane. 2511 1,903 232 2,372 131 4,638 
Government ...... 59 993 187 2,626 57 3,863 
Total 145 4,440 2,135 10,384 534 17,493 


Average wages were (in Malayan 
dollars:— 
Unskilled workers 1.00 to 2.00 
Semi-skilled workers .... 1.75 to 3.50 
Artisans and skilled works 2.50 to 5.00 


The work-day is from six to eight 
hours. The Trade Unions and Trade 
Disputes Ordinance, 1947, pro- 
vides for the legal constitution 
of employers’ and workers’ organiza- 
tions. There were, however, no as- 
sociations of employers as such and the 
organization of labour along modern 
trade union lines is unlikely to be 
rapid.. It is considered a government 
duty to encourage responsible trade 
unionism as the best long-term means 
of ensuring industrial peace and of 
mitigating the effects of changes in- 
separable from industrialization. 


Before the Japanese occupation the 
source of imported labour was Java. 
Post-war conditions have made it 
necessary to seek other potential 
sources and to smooth out difficulties in 
the way of the importation of labour 
tor rehabilitation and development. 


Agriculture 

The primary products are rubber, 
timber, coconut products, tobacco, fish 
and other marine produce, hemp, rice, 
sago and forest produce. 


Since +he beginning of 1948 there 
has been considerable development 
under Colonial Development and Wel- 
fare schemes. An irrigation department 
was set up, to be responsible for flood 
control and for water control schemes 
relating in particular to the cultivation 
of rice. A veterinary officer arrived, 
appointed for three years. 


The main argicultural objective con- 
tinued to be an increase in the produc- 
ticn of food, especially of rice. 


The rice crop is sufficient to feed two 
out of three of the population. — Self- 
sufficiency in rice, however, requires 
the cultivation of additional areas. 


The greater part of the Territory is 
covered with jungle. The total cultivat- 
ed area is estimated at 276,000 acres. 
Natural pastures are of secondary 
importance. 


Acreage and estimated annual yields of the principal crops were: 


Area Estimated annual yield 
(acres) (tons) 
1946 1947 1948 1946 1947 1948 
RIGS ie tte ieee 100,195 90,000 90,000: 33,325 22,800 30,000 
RMuUbHSrM We wee 126,640 125,000 125,000 11,895 18,000 20,000 
Coconuts 0.5.2 53,029 53,000 35,000 8,000* 2,700* 2,700* 
325+ 900+ 900+ 
26,309,046+ 
Sagoy. shisavteads 14,023 14,000 14,000 7,842 8,000 3,000 
*Copra 
7OiL. 
tCoconuts. 


January 11 


‘Livestock totals showed (1 January 


1948) : 
CBE ere retocts cetiens ined eraicuee rete 25,000 
PASSicg x Meucketevans st bs eet Reebeaiet 40,000 
Goats aes wean once. 3,500 
PIOUSES ee Gaycoaican pare e ee aineee 2,000 
Poway) ashe wail eermcasteee hans cae 350,000 


Land tenure is affected by the Gov- 
ernment’s policy of protecting the in- 
tests of the indigenous population, who 
are, given grants in perpetuity instead 
of leases. There are two forms of 
land tenure, leasehold available to all, 
and titles available to indigenous per- 
sons only (including all aboriginal in- 
habitants of the Malay Archipleago). 
‘Town land may not be leased for more 
than 99 years, and country land for 
more than 999 years. 


The total area opened up by indige- 
rous inhabitants (excluding village 
reserves) is approximately 125,730 
acres, almost all on individual title. 
Excluding town areas, non-indigenous 
jnhabitants occupy about 554,000 acres, 
of which 3€8,816 are owned by Euro- 
peans, about 50,347 are ex-enemy 
(Japanese) property, and the balance 
of 134,827 acres are occupied by Chin- 
ese or persons of Chinese descent. 


Proposed plans for agricultural de- 
velopment include the rehabilitation of 
the livestock, rubber, copra, sago and 
manila hemp industries, the improve- 
ment of rice-mifling, and large scale 
cultivation of groundnuts, tobacco, 
cocoa and cotton by private enterprise. 


The above figures exclude the island 
of: Labuan. Forest reserves total 417,976 
acres. Only the fringes of the timber 
forests have so far been exploited. 


The export of timber is second in 
importance to that of rubber; the pro- 
cuction in 1946-1948 was as follows 
(cubic feet): 1946, 923,579; 1947, 
3,847,522; 1948, 5,758,000. 


The future of the timber industry in 
North Borneo is closely related to a 
concession granted in 1920 by the 
British North Borneo Chartered Com- 
pany to the British Borneo Timber 
Company for a period of 25 years, with 
provision for renewal for two periods 
of 10 years each. The timber company 
cuts timber on a selective rather than 
an average hasis and is more interested 
in the export of logs than in the pro- 
auction of converted timber. This 
policy is not conducive to the develop- 
ment of a permanent industry on 
economic lines. 


Fishing is one of the ‘Territory’s 
main industries; fish is a most impor- 
tant element in the local diet, and 
large markets for exports of fish exist. 
Owing to the dominant position of non- 
indigenous middlemen and the use of 
primitive methods of processing, 
whereby much fish is lost through de- 
composition, the Government is faced 
with the problem of securing for the 
fishermen a fair return for their labour. 
It has been proposed that fish culture 
in wet rice fields be introduced 
throughout the Territory, 
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At the end of 1946 the estimated areas of forest, and the forest areas as 
‘percentages of the total land area, were as follows : 


Exploitable 
and poten- 
tially ex- 
ploitable 

forest 


Area (square miles) ...... 4,000 
Percentage of total land area 13 


Industry 


Three towns are supplied with elec- 
tric power. There are some small rice- 
mills in the rice-growing areas, one 
sago factory, two saw-mills, one man- 
grove-extract factory and a number of 
euffalo-powered coconut oil mills. 
Handicraft wares include woven 
articles made of cotton, bamboo, rattan 
and plant fibres, and iron and brass 
work. 


Communications and Transport 

Shipping services include connexions 
with the United Kingdom, Australia, 
Singapore and Hongkong. The nume- 
rous rivers are in some areas the only 
means of communication. 


‘The length of the railways is 116 
es. 


There is a weekly flying boat service 
to and from Singapore and there are 
air services once a week with Hong- 
kong. One air strip is in operation. 


Metalled roads total 151 miles, earth 
roads 204 miles, and bridle paths 601 
miles. 


Seven land-line stations are main- 
tained, In 1948 the Government enter- 
ed into an agreement with Cable and 
Wireless Ltd., by which this company 
operates all of the Colony’s external 
telegraphic services. 


There are 409 telephones, with ex- 
changes in the six principal towns. 


There are regional and local radio- 
telegraph circuits. 


Public Finance and Banking 

The pre-war notes and coins issued 
by the British North Borneo Chartered 
Company were being gradually replac- 
ed at their face value by Malayan cur- 
rency. 


Revenue and expenditure were: 


1947 1948 
: $ $ 

Ordinary revenue 
(e\xxicluding 
grants -fin - aid 
and Colonial 
Development 
and Welfare 

STAWS) FB. vices. 7,171,068 7,995,315 
Ordinary expen- 

diture ........ 4,979,071 5,693,697 
Special and ex- 
traordinary ex- 

penditure .... 6,940,297 5,033,366 

MOCACIL eer alernd dare - 4,748,300 2,731,848 


Cultivated 

and other 

land, in- 
Other land cluding land Total 
classified planted with land 
as forest rubber area 
20,000 5,347 29,347 
68 : 19 100 


The figure for ordinary revenue in 
1948 excludes railway revenue, and the 
special and extraordinary expenditure 
in 1947 includes $2,591,078 in respect 
of redemption of pre-war British North 
Borneo Chartered Company currency. 


‘The basis of taxation is indirect. The 
principal sources of revenue are cus- 
toms duties. Income tax was to be in- 
troduced; in the first instance it was in 
effect to be a profits tax, whereby 
taxes on profits made in North Borneo 
by certain companies, which formerly 
went to the United Kingdom Treasury, 
would in pursuance of the double in- 
come tax exemption agreement be paid 
into the Colony’s exchequer. 
facilities in 


The are. banking 


several towns. 


International Trade 

'The values of imports and exports 
showed a marked increase. For the first 
time in the post-war period there was 


a favourable balance of trade, as is 
shown by the following table: 
1947 1948 
$ $ 
PTA OLS ssistonciers 20,472,000 25,419,000 
Exports! eis 16,933,000 29,742,000 


Comparative figures for the main im- 
ports were: 


1947 1948 
‘Thousands $ Thousand $ 
Rice mp arec crs 2,960 4,282 
Provisions .... 3,606 3,557 
Textiles and 
clothing .... 2,827 2,824 


Comparative figures for the main ex- 
ports were: 


1947 1948 
Thousands $ Thousands $ 
Rubber 4... 11,250 18,500 
Timber 1,500 3,000 
COPP3 a ratox< «ar. 500 1,700 
Tobacco! |. jer — 1,500 


Imports were mainly from Australia 
and the United Kingdom, and exports 
‘went chiefly to Singapore, the United 
Kingdom, Hongkong and the United 
States. 


BRUNEI 


The State of Brunei is situated on the 
north-west coast.of Borneo. It has an 
area of 2,226 square miles and consists 
of two separate parts bordering by land 
on Sarawak, At the census of Novem- 
ber 1947 the population was 40,657, 
with a density of 18.2 per square mile. 


According to the 1947 census the 
principal groups were: indigenous 
(mostly Malays and Kedayans), 31,164; 
Chinese, 8,313; other Asian, 799; Euro- 
pean and Eurasian, 394. Complete har- 
mony exists among the various groups 
and races. The indigenous population is 
not subject to discrimination or exploi- 
tation. It has not been necessary to 
enact laws to safeguard it. 


Labour questions ‘are becoming more 
important owing to the expansion of 
the British Malayan Petroleum Com- 
pany’s activities. Of the 5,000 persons 
(one-eighth of the total population) 
who are employed on the oil-field at 
Seria, over 50 percent are indigenous. 
The rest are mainly Chinese, Indians, 
and Dayaks. The other principal em- 
ployers are the Government and four 
European-owned estates. In addition, 
there is a large number of small hold- 
ings planted with rubber, whose labour 
is mostly drawn from neighbouring 
villages. The increase in the number of 
persons receiving cash wages, and their 
appreciation of what money can buy, 
must gradually bring to an end the 
disregard for the acquisition of money 
and a system of barter which ar? 
characteristic of the Malaysian peoples 
of Brunei. 


There is no unemployment. There. is 
a shortage of artisans, required for the 
expansion of the oil industry. There ig 
seasonal employment in the case of 
non-resident labourers on rubber es- 
tates, who may return to their villages 
to help in rice cultivation. Conditions 
in general are governed by the provi- 
sions of the Labour Code. All labour is 
free; indentured labour is not allowed. 
Verbal agreements to work may be 
entered into for any period up to ons 
month, There are no penal sanctions for 
breach of contract. The employer is 
bound to provide at least 24 days work 
in each month, and no labourer may be 
required to work for more than 6 days 
a week or for more than 9 hours a day 
or 6 consecutive hours. 


Natural Resources:— The principal 
resources are mineral oil, rubber, rice, 
sago, and forest produce. 


Agriculture :— Most of the cultivated 
land is planted with rubber and rice, 
Forest reserves comprise about 635 
square miles or 28 percent of the total 
land area. 


Area and production of principal 
crops were: 


1947 1948 1947 1948 

(acres) (tons) 
Rubber .. 19,346 19,450 2,000 2,000 
Rice 8,475 9,092 1,000 4,750 
Sago 2,022 2,046 540 540 
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Livestock totals in 1946-1948 were: 


1946 1947 1948 
Buffaloes ...... 1,280 5,493 7,311 
Cattler cons «cits: 120 2,185 1,017 
PISS ers cevecsieie ius 488 1,990 2,272 
(SORTS Tie sisodin es 64 997 580 
Poultry? cocci eisce 14,500 25,522 43,784 


Soil is conserved by terracing, by 
planting cover crops and by controlled 
drainage. Forests are protected by re- 
servation and by discouraging shifting 
cultivation. In all agricultural areas 
there is ample water supply. The State 
has no agricultural school. There are 
three experimental and demonstration 
stations, and the Agricultural Depart- 
ment maintains agricultural advisory 
services. 


Land not already held under title or 
under a recognized concession is de- 
signated State land, to be disposed of 
in accordance with the Land Code. In 
1947 and 1948 agricultural land hold- 
ings were divided as follows: 


1948 
(acres) 

Held by indigenous inhabitants 
(individual holdings) ...... 20,367 
Held by Enropeans .......... 7,004 


Held by other non-indigenous 
inhabitants, mainly Chinese 4,600 
Held by the Government 


Marketing is done by individuals, The 
Government buys rice crops, surplus to 
the growers’ requirements. 


The tropical evergreen rain forests of 
Brunei are of three main types, each of 
which provides a product of major im- 
portance: mangrove forests, producing 
tannin extract; freshwater swamp 
forests, producing jelutong (base for 
chewing gum); and hill forests, produc- 
ing hard and soft woods. In addition, 
many other forest products are gathered 
from each of the three zones, 


The production of timber and other 
wood on which royalty was collected in 
1947-1948 showed: 1947, 719,000 cubic 
feet ; 1948, 841,857 cubic feet. 


A department of fisheries was formed 
in 1949. The annual fisheries production 
is about 368 tons. The 500 fishermen are 
indigenous. Financing of the industry 
and market operations are in the hands 
of Chinese inhabitants of the Territory. 
The capture of fish by means of stupe- 
facients or explosives in forbidden. 


Industry : — Mineral oil production is 
regulated by the Oil Mining Enactment 
No. 2 of 1948. In 1947-1948 production 
showed : 


1947 1948 
Oil (English 
tons) ... 1,700,231 2,645,412 
Natural gas 
(cubic 
feet) . 8,933,448,730 19,837,000,000 


4 Plans for the expansion of the oil 
industry have been made by the British 
Malayan Petroleum Company. 


The chief handicraft products are 
silverware. and articles of woven palm 
leaves, 


Communications and Transport :— 
There are limited shipping facilities. 
Several navigable rivers provide water- 
ways. There is a light railway eight 
miles in length. Flying boats call occa- 
sionally. There are about 122 miles of 
roads. A Brunei-Singapore radio-tele- 
graph service is maintained. There are 
four internal stations. Telephones serve 
three towns, the Muara district, and 
neighbouring estates. There is one radio 
station. 


Public Finance & Banking:—Revenue 
and expenditure in 1947-1948 showed : 


1947 1948 
$ $ 
Revenue: 
From oil royalties 994,912 4,239,287 
From other sources 3,495,062 2,347,012 
Total 4,389,974 6,586,299 
Expenditure ...... 1,797,597 3,740,254 


The principal sources of revenue be- 
sides oil royalties are customs duties 
and government services such as posts 
and telegraphs. There is no direct taxa- 
tion, neither is there a public debt. 
There are branches of a commercial 
bank, and a government post office sav- 
ings bank. 


International Trade :— Values of im-~- 

ports in 1947-1948 were: 
1947 1948 
$ $ 

Foodies tut ockeenrs 2,088,438 3,105,637 
Cotton goods and 

SATONES) Was aentoe 486,444 1,025,240 
Machinery and 

irONWaLre> saci 8,370,318 20,786,280 


Other imports .... 5,446,173 10,083,148 


Total 16,391,373 35,000,305 


Values of principal exports in 1947- 
1948 were: 


1947 1948 
$ $ 
29,540,995 47,140,683: 


1,282,214 1,594,635 
256,500 320,795 


Crude oil 
Plantation rubber 
Natural gas ..%.. 


Total 31,079,709 49,056,113 


Nearly all of Brunei’s trade is with 
Singapore. 


SARAWAK 


The Colony of Sarawak is situated in 
north-west Borneo, bordering on the 
South China Sea. With an area of ap- 
proximately 50,000 square miles, it is 
about 450 miles in length. and varies 
from 40 to 120 miles in width. Many 
navigable rivers traverse the Territory, 
which is mountainous in the interior and 
for the greater part covered by tropical 
jungle. At the census of 1947 the po- 
pulation was 546,361, the capital, Ku- 
ching, had a population of about 38,000. 
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According to the 1947 census the 


population consisted of the following 
groups: 
Percentage 
Number of the total 
population 
Indigenous groups: 
Sea Dayak 190,387 34.9 
INRA Ay seb nacsyousvens 97,540 17.8 
Land Dayak .. 42,195 7.7 
Melanau..... 35,553 6.5 
Other indigenous 29,754 5.5 
Total: seme 8951429 72.4 
Non-indigenous groups: 
Chinese ..... 145,119 26.6 
European 692 0.1 
Other non-indi- 
genous Asian 5,121 0.9 
otal: 0 = orleterscer 150,932 27.6 
Total (allgroups) 546,361 100.0 


As the population of Sarawak consists 
of several ethnic groups, problems of 
racial relationships arise. Protective 
measures have therefore been taken in 
the following way: (1) With respect 
to agricultural land, these measures in- 
clude the constitution of “interior areas” 
for primitve peoples, where indigenous 
persons only may acquire land. “Native 
reserve,” among them being Malay re- 
serves where only Moslems may hold 
land, and “mixed zones” for other than 
Malay or indigenous persons. (2) With 
respect to fore$ts, communal forests’ 
have been established and permission 
granted to locally domiciled indigenous 
persons to take timber and fuel free of 
charge. (3)- The Prohibited Areas 
Ordinance gives the Government au- 
thority to forbid persons considered 
undesirable from entering any locality 
declared prohibited. 


The labour policy remained un- 
changed since 1947: in that year it was’ 
stated that the objectives of the Gov- 
ernment were to have an efficient 
labour protectorate, less sporadic in- 
spection of places of employment by 
Labour Department officers, and to 
collect data on wages, hours, and 
labour conditions; there was no labour 
department, the duties of Protector 2f 
Labour were being performed by the 
Secretary for Chinese Affairs and the 
District Officers; but that there was a 
Labour Adviser for the Territories of 
Sarawak, North Borneo and Brunei. 


The working population of indigen- 
ous origin is engaged mainly in agri- 
cultural pursuits on small holdings. 
Wage earners are mainly employed 12 
sago production, the extraction of rub-— 
ber and jungle produce, rubber pack- 
ing, mineral oil production (the only 
industry which employs indigenous 
labour on a large scale for more than 
short periods), logging, sawmills, dock 
neat and the distribution of imported 
goods. 


Natural Resources:—The chief exports 
are mineral oil, rubber, and sago. There 
are extensive stands of valuable timber, 
and deposits of coal and gold the futi 
extent of which is not knowm.. 
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Agriculture:—The main points of 
agricultural policy are: (a) The deve- 
lopment of agriculture is to have high 
priority; (b) The development of agri- 
culture as far as practicable is to be 
for the benefit of the Native cultivators 
themselves; (c) Whenever practicable 
the small indigenous farmer, working 
his own land with a suitable mixed 
system of farming is to be encouraged 
rather than the operators of larger 
specialized plantations; 
indigenous farmer is to be encouraged 
to develop a measure of _ self- 
support for himself and his family 
as a guarantee against difficult 
times, but is also to be 
aged to produce for sale; (e) Vigorous 
search to be made for cash crops as an 
alternative to rubber; at the same time 
steps to be taken to improve the effi- 
ciency of the rubber industry; (f) As 
Sarawak is dependent on imports for 
at least half of its requirements of its 
staple foodstuff (rice), its internal pro- 
duction of rice is to be increased, both 
to meet the present situation and as a 
measure of guarantee against possible 
future emergencies. 


Of the total area of the Territory, 
only about 11 per cent is regularly used 
for agricultural purposes; the remainder 
is covered by hill and swamp jungle. 
Little accurate information is available 
regarding land utilization. On the hill 
land the main crops are dry rice and 
rubber, and on the low land wet rice, 
rubber, sago, and coconuts. 


Few accurate statistics were collected 
in the past. In 1948, the acreage and 
production of the main crops were, 
very approximately, as follows: 


1948 
Production’ 
Area (bs. 
(acres) per acre) 
Rice (half wet, 
halt (dry) 43. dn. 250,000 ~- 
Rubber bs te were ate 240,000 200 
Savor Bans.ae op or Ge 148,000 — 
Cocontite ) 22 %.22=. 21,000 — 
In 1947-1948 the main exports of 
agricultural produce were: 
1947 1948 
; (piculs) 
Plantation rubber . 597,241 670,062 
Sago) flour -<. 2... 658,918 835,824 
Copraw Bt tnnparae- 2,815 28,871 
Pepper? “eteuw teisrars 26,331 7,437 
Coconut (oils «5,5 a0. 6,450 2,812 


Buffaloes, used as a source of meat 


and also for the cultivation of rice 
fields, numbered about 7,000. Pigs. 
goats, and poultry are kept by the 


population for home use. 

The Land Ordinance provides for the 
control and alienation of Crown land, 
the registration of title and transactions 
in land and the conditions under which 
land may be alienated or held; it safe- 
guards mineral rights to the Crown; 
and it provides for the creation of re- 
serves, Native holdings and communal 
reserves, for the collection of land re- 
venue, and for penalties for infringe- 
ment or default. The Land Settlement 
Ordinance provides for the settlement 
of rights to land and for the creation 
of a new land register based on a 
cadatral survey. 


(d) The small. 


encour-. 
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The policy of land administration is 
to encourage the small holder or pea- 
sant farmer, especially where the type 
of crop suits indigenous or immigrant 
economy. A few large alien holdings 
exist; but their total area is negligible 
compared with the area of land alien- 
ated under title. Farming lands not 
near the main centres of trade and the 
plantation industry—which form by far 
the greater part of the agricultural area 
—are reseryed entirely for the indigen- 
ous inhabitants, with only general ad- 
ministrative control over their use. 
These lands are known as “interior 
areas,’ as distinct from the “mixed 
zones,” where alienation under title 
takes place. 


All land is Crown land, except where 
portions are alienated under the Land 
Ordinance or are claimed by customary 
Native use. The alien holders of land 
are, With a few exceptions, Chinese. 
The usual form of alienation is by lease 
of Crown land for a term not exceeding 
99 years. Agricultural land is alienated 
on direct application and free of all 
charges except for an annual rent of $1 
per acre, 


Private loans only are available, at 
a high rate of interest and requiring 
ample security. 


Produce is handled by private deal- 
ers, barter sometime entering into the 
transaction. After leaving the grower, 
the produce almost invariably passes 
through a chain of commission-taking 
middlemen before reaching the ex- 
porter-dealer at the port. Many of the 
dealers and exporters are Chinese. 


A few large European firms are 
operating in Sarawak. 


The evergreen rain forests of Sara- 
wak consist of mangrove forest, in the 
deltas of the main rivers, producing 
firewood, charcoal and tannin extract; 
inland swamp (fresh water) forest, 
producing good quality timber and 
jelutong (base of chewing gum); and 
dry or hill forest, producing valuable 
hardwoods and softwoods, rattans and 
resins. 

The production of timber in 1947- 
1948 amounted to (cubic feet): 1947, 
1,116,850; 1949, 2,089,050. 

Industry:—A general miner’s pros- 
pecting licence is issued for prospect- 
ing in a_ stipulated district, and an 
exclusive prospecting licence for in- 
vestigation of a specific surveyed area 
for a limited period, during which the 
holder has first option to take out a 
mining lease (issued for a period of 21 
years under conditions laid down in 
the Mining Ordinance). 

Considerable quantities of mineral oil 
are produced by Sarawak Oil-fieldy 
Ltd. Other minerals extracted are gold, 
antimony, and silver. 

Eight diesel-engine generating stations 
produce a total of 1,477 kVa and 444 
kWh, 

There are several rice mills, the 
largest with a daily output of four tons 
(working one shift), a few small coco- 
nut oil mills, and an important petro- 
leum refinery. 
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Rattan weaving, pottery production, 
boat building and carpentry are the 
principal village industries. 


Communications and Transport:—A 
regular steamship service is maintained 
with Singapore. Rivers provide 231 
miles of waterways navigable by 
steamer. The upper reaches of the 
rivers, navigable by boat, form the 
principal means of communication in 
the interior. There are 10 miles of 
railways. There is one airfield. A 
weekly service is maintained with 
Singapore. Main roads total 150 miles, 
minor roads 112 miles, and paths 445 


miles. There are nineteen telegraph 
stations. Facilities include 2,167 miles 
of telephone wire. There is one radio 
station. ; 
Government revenues and expenditures: 
1948 
$ 
ReVEnN Cage te cresre tisha ner 15,099,398 
Colonial Development and 
Welfare grants ........ 406,682: 
15,506,080 
Expenditures Goer a5) aioaee 12,264,196 
Colonial Development and 
Welfare grants ........ 406,682: 
12,670,878. 
The main sources of revenue are 
customs duties. Imports duties are 


levied on several items, including to- 
bacco, liquor, textiles, and petroleum. 
products. Export duties are payable 
on the main exports (petroleum, rubber 
and sago). Other sources of revenue are 
the head tax, applicable mainly to 
Malays and to adult males only, and 
the Dayak door tax. The “door” is the 
apartment, in a Dayak long-house, oc— 
cupied by a single family. Where Native 
treasuries have been established, funds’ 
derived from these sources are handed 
over to them. 


International Trade:—The value of 
imports and exports in 1947-1948 was: 


1947 1948 
$ $ 
Imports 72,254,507 98,769,885: 
Exports 103,138,575 171,2504887 


The volue of petroleum exports was: 
1947, $51,225,640; 1948, $111,753,896. 


Almost the entire trade of the Terri- 
tory is with Singapore. Petroleum is 
shipped mainly to Australia and Indo- 
nesian Borneo. 

Exports are subject to control in 
order to prevent the export of rice and 
other essential commodities. Imports 
from hard currency countries are con- 
fined to necessities not elsewhere pro- 
curable. 
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FAR EASTERN ECONOMIC REVIEW 


ECONOMIC REPORTS FROM JAPAN 


NATIONAL INCOME FOR 1951 


On the basis of the national income 
for 1949, final figure of which has been 
recently found out to be Y2,874.7 bil- 
lion, the Economic Stabilization Board 
has given a finishing touch to its calcu- 
lation of that for 1950 and set it at 
Y3,265 billion. At the same time, ita 
first estimate for the fiscal year of 1951 
is Y3,724 billion. Those figures show 
an increase by Y390.3 billion for 1950 
and Y459 billion for 1951 over their 
preceding years respectively. 


The reasons for such an increase 
were: Firstly, the upward trend of the 
international price level and a big ex- 
pansion of export, mainly due to the 
Korean war. Secondly, an increase in 
the earned income due to the wage 
hike, in the agricultural income and in 
the corporation income, which has been 
nearly doubled. Thirdly, the incomes: 
from the public enterprises, such as 
telecommunication or railways, have 
been, for the first time, taken into ac- 
count in compiling the estimate. 


Given below is the income broken 
down, together with the figures for the 
previous year. (in Y100-million): 


1950 1951 
Harned. inCome . iy.65 sic econ cee 14,550 16,630 
Individual enterpriser’s income 15,850 18,0350 
Agriculture & Forestry .... 7,240 7,950 
Commerce & Industry .... 8,610 10,130 
Individual’s rental and interest 
ARCOMNO) a Aerator dtareteralebs:s s/eiers)</6 Fe 870 1,050 
Corporation income .........., 1,330 1,430 
Public enterprise income ...... 50 50 
POUL Mise, vyordicnre eisnie orotate 32,650 37,240 


EXPORT FIGURES FOR NOVEMBER 


Export contracts validated during 
November totaled U.S.$77,670,426 show- 
ing a decrease from the October figure 
of $78,461,067, anew high for this year. 
Broken down by regions, sales to the 
open account areas advanced by 
$607,000, over the previous record, 
while those to the pound and the dollar 
areas fell back by $967,000 and $428,000, 
respectively, when compared with the 
preceding month’s. The classification 
by goods revealed an increased sale of 
foodstuff, animal and vegetable pro- 
ducts to Formosa and Hongkong, and a 
decreased sale of sundry merchandise 
to the United States. The cotton goods 
sale that seemed slackened for the 
month is expected to spurt again in 
December. 


The November figure raised the total 
of the export contracts validated since 
the beginning of the year to $690 mil- 


lion. A summary follows: (in 1,000 

dollars). 

Validation by Areas Number Value 

Dollar A. 29,974 

Pound A. 19,736 

Open a/c A 27,950 
Total 77,670 


Validation by Goods Number Value 
(A) (B) (C) 
Foods, Drinks, “ete, 0.0. .cs «sce 1,495 6,250 
Textile’ products ..... cass eres 9,002 29,103 
Paper, Wooden products, ete. . 1,014 2,738 
Animal & Vegetable products 628 2,133 
Qils, Fats, Chemicals ......... 985 3,501 
Iron, Steel, & products thereof 2,269 14,263 
Non-Ferrous metals .......... 382 8,444 
Machinery 2,297 ba iri 
uUBaries:) Attest ten sereteie ee 4,336 5,415 
Non-metallics, Minerals, etc. 2,459 3,712 
LOCAL WF Aia fears toherevrantee ere 24,867 77,676 
SHIPMENT TO RED CHINA 
The recent international state of 


affairs moved the Ministry of Interna- 


tional Trade & Industry to decide on 


Dec. 6, to temporarily suspend the 
shipment of goods to China (including 
Hainan Isl. and other islands under the 
Peking regime), Manchuria, North 
Korea, Hongkong and Macao by the 
Department Ordinance No. 100 based 
on Article 51 of the Foreign Exchange 
and Trade Control Law. 


After the U.S. embargo of export to 
Communist China, the Japanese Gov- 
ernment has taken this measure. As to 
the goods which were already licensed 
before this date, they cannot be ship- 
ped until a special permit is obtained 
from the Japanese Government and 
SCAP., 

Commodities affected by the Ordin- 
ance include a variety of goods except- 
ing some kind of textile goods, sundry 
goods and agricultural & marine pro- 
ducts. Chief items of the banned goods 
are iron and steel products, non-ferrous 
metals, coal, coke, machinery, automo- 
biles, locomotives, chemicals, hemp, 
flax, jute, cocoon, paper, foodstuffs,. 
fodders, fertilizers, lumber and so on, 
totaling more than 300. 


Export to Red China used to be 
around $1 million monthly until the 
Korean War broke out, but it bounced 
up after August showing $4,600,000 for 
October and $6,040,000 for. November, 
chiefly owing to the increased export 
of iron and steel or machinery. More 
than 80 percent of total export of iron 
and steel was bound for Red China. 

This will cause no small headache to 
Japanese iron and steel dealers, who 
will have to find out another big mar- 
ket for their goods. The suspension of 
export to Red China will, in all prob- 
ability, be followed by Peking’s suspen- 
sion of export to Japan. The biggest 
item of import from them is more than 
a million tons of coal (Kailan coal), 
scheduled to come to Japan during 
1950. Should this be affected by 
Peking’s reprisal embargo, the produc- 
tion program of iron and steel for 1951 
amounting to 4 million tons would be 
threatened. In order to save the iron 
and steel industry in J apan, Japan will 
have to get necessary quantity of coal 
from the U.S. So far Kailan coal has 
been continually coming to Japan, de- 
eee upon the available bottoms 
only. 


AUTOS IN JAPAN 

Towards the end of the nineteenth 
century, the automobile made its first 
appearance to outmode the then popu: 


January 11 


lar buggy, as a most convenient means 
of land transportation and its popular- 
ity has rapidly spread all over the 
world. Japan was not left long un- 
touched, even though there were run- 
ning tens of thousands of “Rikisha” in 
cities, towns and in villages like taxi- 
cabs of today. Once started, Japan’s 
import of automobiles was accelerated 
every year and, at last, the time-honor- 
ed “Rikisha” was driven out of thé 
arena some fifteen years ago. The 
number of the automotive vehicles in 
Japan was constantly increased until 
the war broke out, when the import of 
foreign-made autos was stopped. The 
stoppage of the auto import was ac- 
companied by the lowered production 
of the domestic automotive factories. 

Such being the case, until a couple 
of years after the end of the war, au- 
tomobiles were not seen often in the 
street. But, since about two years ago. 
Japan’s automotive industry has been 
activated, keeping pace with the rise of 
other industries at home. Nearly at the 
same time, many- GMC ten wheelers 
were released by the Occupation Forces 
to Japanese for their use, which, re- 
modeled and repainted, made their 
appearance before the public as huge 
buses and trucks. Home-made vehi- 
cles, copied after them, soon began tc 
run criss-cross the city streets and 
country highways. 

Taxicabs, running on charcoal or 
wood, because of gasoline shortage, also 
have been increasing in number. But 
the ratio of the, population and the 
motor vehicles is still incredibly low 
compared with the United States. In 
Japan, one automobile is for about 350 
persons and if trucks are excluded, the 
number of the person will be increased 
to 1,630, against the U.S. ratio of 1:3.3 
and 1:3.9 (trucks excluded.) Of all the 
passenger cars, more than two thirds 
are older than 10 years, including 7,000 
jalopies of 15 or more years of age and 
a greater part of the remaining one 


third are home-made bantam cars! 
mostly running on batteries. 
In big cities like Tokyo, Osaka, 


Yokohama or Kobe and their surround- 
ing areas, quite a number of new 
model cars with massive bumpers and 
radiator -grills are whisking by the 
wheezing charcoal-buggies to the ad- 
miring stare of Japanese pedestrians. 
Those queens of the cars are all owned 
by foreign nationals. 

Let us take a look at Japan’s auto 


production. Being stimulated by the 
“special demand” for 7,059 trucks, 
Japan’s auto manufacturing industry 


has recently been much improved and 
its production has risen to 28,000 vehi- 
cles per year, which is nearly the same 
as the number of the motor vehicles! 
put out in a couple of days in America. 

One can harbor hope in the future 
of this industry, for Nissan and Toyota, 
two of the largest. automotive factories 
in Japan, have been working progres- 
sively and they can reach the long- 
waited-for goal of the monthly output 
of 1,500 vehicles—1,000 trucks and 500 
bantam cars (passenger-cars of stan- 
dard size are not permitted to make) 
—, which are being accompanied by the 
also increasing production of other 
plants in the same line. 
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The number of the motor vehicles in. 
Japan as of March, 1949, was:— 


Se Se ROD CNS ON Ga on covs #ciets/s fei keasn Sialeieis 88,156 
BUBES os eee eet eee n ences eenne 13,375 
METRE! 9 Aaa COD DOR OBOE TOnAGC HO sOCC 183,321 

FY aE He Te INOEO SCR OMORrIn Ea 234,850 


EXPORT OF COTTON TEXTILE 

The export of cotton textile, which 
has been continually on the upgrade 
since the beginning of this year, attain- 


eed 980 million sq. yds. for eleven 
months ended Nov. 30, the Cotton 
Spinners’ Association survey recently 


revealed. According to the rough es- 
timate of the Association, this figure 
will be advanced to exceed 1 billion sq. 
yds., sometime in the first-week of 
December. By this year-end it is ex- 
pected to run up close to 1,060 million 


sq. yds., which will be the highest 
export figure in the world. 
Cotton Textile Export 
(in million sa, ydg.) 
1949 % ‘1950 % 
(estimate) 
Britoiny saciees 904 (18.7) 800 (15.8) 
WESTAST eee ee 899 (18.6) 550 (10.9) 
Sapan feces 744 (15.4) 1,106 (21.9) 
tidia® <S)9he2. 22 466 (9.6) 800 (15.8) 
‘Others esas SLT NSTT)e T2760" (85:6) 
Pataligd wWescret 4,830 (100) 5,010 (100) 


SILK EXPORT 

Spurred by the Korean war, the pur- 
‘chase of raw. silk by the United States 
has been remarkably spurted since 
August, this year, which helped silk 
export for this year rise to 82,000 baled 
at the end of November. At this rate 
of advance, it is regarded to be certain 
that more than 90,000 bales, about 
twice as much as the quantity exported 
last year will have been shipped out 
by the end of this year. If so, the re- 
cord will make a new high in this line 
since the end of the war. 

The following figures give a bird’s- 
eye view of the raw silk export during 


this year. (in bale=136 lbs.) 
Machine- 
reeled Doupion Silk on 
Month raw silk silk cone Total 
January 6,471 203 — 6,674 
February 6,462 423 14 6,899 
March 7 aes... 5,893 678 — 6,571 
April | emisielsie 4,416 TAT _ 5,133 
IMA ole coi cyte oj 5,667 543 —_— 6,210 
PU Fes Gae 4,928 597.5 _ 5,525.5 
CAUIRZE  esenacn 5,180 595 _ 6,775 
August 8,689 905 5 9,599 
September 10,976 1,242 ILS 
October 7472 890 —_ 8,362 
‘November 8,126 1,005 _> 9,131 
Total 74,280 7,798.5 19 82,097.5 
December (estimate) 10,006. 


Beginning January up to the Octo- 
ber-end, 40,455 bales were exported to 
the United States, 8,344 bales to Britain, 
10,839 bales to France, 8020 bales to 
Switzerland and 5,514 bales to other 
countries. 

When the estimated volume of export 
for November and December is added, 
the raw silk to the U.S. will amount to 
about 50,000 bales. Shipment of raw 
silk to America last year totaled only 
14,000 bales. 

The recent growing American de- 
mand for silk is attributable to the 
increased demand of consumers, whose 
purses are being refilled owing to the 
rearmament boom in the States. 
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Silk Silk 
Raw Silk Raw Silk Home Con- Fabrics Fabrics 
Year Production Export sumption Production Export 
in 1,000 1,000 
Bales eq. yds, Linear yds. 
1946 88,602 86,427 * 35,739 900 
1947 110,361 17,273 48,376 37,626 23,255, 
1948 132,938 80,032 126,818 96,367 32,765 
1949 161,761 48,6635 115,102 102,794 86,679 - 
Jan-Oek, L950" ciscrsee clens claire 117,358 * 85,118 75,158 48,281** 
* Data unavailable. 
** Jan.-Sept, 
SYNTHETIC TEXTILE INDUSTRY industry began to regain its strength. 


Japan’s synthetic textile industry was 
dealt a hard blow by the war, which 
so seriously damaged the machines and 
other factory equipment that it was one 
time doubted if the industry could re- 
cover from the paralysis and stand on 
its feet again. At the same time, the 
stock of pulp, which was running very 
low, cast a dark shadow upon its pros- 
pect. 


Indefatigable efforts of the producers, 
however, were not without a reward. 
An apparently hopeless situation of the 


which was remarkably expedited and 
improved through the rationalization 
introduced into the industry since last 
year, so. much so that its production 
efficiency has been brought back to the 
prewar level as is indicated by the in- 
crease of the products. 


Concerning the production figures, 
output per capita of workers and their 
average wages, the Synthetic Textile 
Manufacturers’ Association has recently 
given the following information. 


A) Production and Workers 
SS ee eee ee ae ee eee, 


Rayon 


(in 1,000 Ibs.) 


January 6,781 
February 6,656 
March | rsjesacitieisys)sletenaeies Honk 7,419 
INogil GRasao sBOsCOS GOS EOgO.: 7,555 
ME SVM 2 «CF ee racr stots ats 8,065 
(itive 9 ARGO COTO COOAROOESD OSD 8,428 
POY sama tay e\etate pw 3 is (oye eunsensostols 8,982 
August 9,476 
September 9,170 
October 10,074 


Number of 
Production Workers 
Index Staple- Fiber Index 
(in 1,000 Ibs.) 

(100) 8,547 (100) 58,644 
( 98.8) 8,880 (108.8) 59,440 
(110.2) 10,298 (120.4) 60,213 
(112.2) 10,945 (128.0) 62,598 
(119.8) 11,415 (133.5) 64,876 
(125.1) 12,000 (140.4) 65,548 
(183.4) 12,936 (151.3) 65,928 
(140.7) 13,884 (162.4) 65,633 
(136.2) 14,060 (164.1) 67,065 
(149.3) 15,055 (176.1) —_ 


oe ————— sSsSs—Fe 


B) 


1950: Jan. 
Rayon 216 
Staple Fiber 734 


830 869 


C) Average wage of workers (in Yen per month) 


1950 Rayon Staple Fiber Spun Rayon 
January 6,655 8,316 4,654 
September .. 7,058 8,664 4,953 


The fact that the wage in the staple 
fiber line is higher than in the rayon is 
due to the difference between their 
patterns of workers: the staple fiber 
industry needs more male workers than 
females, as is shown in the following 
figures at the end of October. 


Industry Male Female 
PRAY ONE ais, uerereisieteaniaisiniars 56.28% 43.72 % 
Staple fiber .....,...... 85.63% 14.37 % 
Spun Rayon ......--- 21.84% TRIG 


Output per Capita 


Rayon Staple Fiber 

334 Ibs. 625 lbs. 

282 878 

290 832 

35 217 

63 155 

105 227 

125 275 

210 642 
May June July ‘Aug. Sept. 
244 252 269 281 270 
912 933 987 1,038 995 


NEW ANGLO-JAPANESE TRADE 
PACT 


A new trade accord between Occu- 
pied Japan and the Sterling Area coun- 
tries was formally signed on November 
29, as the result of a long series vf 
aiscussion undertaken since last June 
among the SCAP authorities, Japanese 
Government officials and the British 
representatives. The new trade arrange~ 
ment covers the one year period from 
July 1, 1950 to June 30, 1951 and 
provides for an exchange of commod- 
ities worth about £92,600,000- (about 
$260,000,000) in each direction, or about. 
£185,200,000 (about $520,000,000) in 
total, which compares with the total 
trade under the previous pact valued 
approximately at £130,000,0CC or 
$364.000.000. 
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The countries of the sterling area 
participating in the new agreement in- 
clude the United Kingdom and _ its 
colonies, Australia, New Zealand, India, 
Ceylon and South Africa, excluding 
Burma, Pakistan and Hongkong. For 
Burma and Pakistan, however, provi- 
sion has been made in the new arrange- 
ment for some modifications of the 
principle of exact balance between the 
parties, so that Japan will be able to 
purchase with sterling accrued from 
her sales under the arrangement a 
stipulated amount of goods from these 
countries. 


In addition, it will be open to Japan, 
subject to the prior approval of the re- 
quisite exchange control authorities in 
each case, to purchase with sterling, 
goods from countries which are not in 
the sterling area. 


The principal commodities which 
Japan will buy from the sterling area 
are wheat, barley, wool, cotton, crude 
oil, iron ore, salt, chemicals, rubber 
and hides and skins. The sterling area 
will buy from Japan a wide range of 
manufactured goods, of which the most 
important are steel and steel manufac- 
tures, textiles, foodstuffs, machinery, 
glassware, pottery and paper. 


MINING & MANUFACTURING 
PRODUCTION FOR OCTOBER 
With the 1932-36 base years as 100, 

the mining and manufacturing produc- 

tion index stood at 106.3 in October, 
showing an increase of 6.3 index point 

over the prewar standard and about 7.5 

percent over the September figure. 

Such a noticeable gain during the 

month was the result of: 1) An increase 

in the “special demands” which boosted 
the output of steel ingot, rolling stock, 
automobiles (truck), Portland cement 
and sheet glass. 2) An increase in the 

supply of electric power by around 407 

million kwh., which raised the electric 

allocation to the industrial field from 

2,881 million kwh. in September to 

3,398 million kwh. in October, and 3) 

An increase in production of textile 

goods due to a stimulation of the brisk 

export. 


Commodities which registered a new 
postwar high with the October produc- 
tion include: Steel ingot (441,000 tons), 
lead (1,595 tons), 617 railway cars, 
cement (523,000 tons), sheet glass 
(373,000 cases), cotton yarn (52,230,000 
Ibs.), cotton fabrics (140,453,000 sq. 
yds.) and soda ash (16,000 tons). 


The preduction in November will 
maintain the October level. An aver- 
aged monthly index for 1950 is likely 
to be around 101 to prove a slight im- 
provement over the prewar standard. 


A summary of the index figures as 
surveyed by S.C.A.P. follows: 


Oct. Sept 

Industrial Activity ........, 121.4 111.4 
Baublie; Utititv. dca secigvie« 193.5 171.5 
| ho ee CoB ARCO AMR SEOs 200.1 176.1 
(Ce See Se SHURE eae 122.5 120.8 
Mining & Mfg. Production 106.3 98.9 
WEITINI Cn So its aiate eae eer fe 115.2 112.2 
DAS OP Rie er svete einer eiierels ately 105.3 97.4 
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(Departmental Indices) Oct. Sept. 
Metallic 144.3 131.4 
Machinery 127.5 113.9 
Ceramics 142.0 115.8 
Forestry 137.1 126.1 
Textile 46.3 43.7 
Chemical 139.1 130.4 
Foodstuffs 70.2 79.1 
Printing 90.8 95.6 


PROSPECT FOR JAPAN’S IMPORT 

Japan’s import trade had been on a 
steady decline from the peak $93 mil- 
lion last April until it reached the 
bottom of $62 million in July, where 
it picked up an upward trend register- 
ing $68 million in August and $67.9 
million (a provisional figure, which is 
expected to exceed $70 million in final) 
in September. 


Japan’s import is estimated at $80 
million for October, $90 million for 
November, and $100 million or more 
for December and following months. 
Such expectation is based on the fol- 
lowing factors: 1) Concrete effects of 
the enormous appropriations of import 
foreign exchange budgeted for the 
July-September and, October-December 
period have started appearing. 2) As 
the new crop-season of grain, cotton: 
or wool begins, import of them will 
increase. 3) In the dollar area exclud- 
ing the United States, where cotton 
could be purchased only on a_ barter 
basis, restrictions on the cotton export 
have recently been eased and now 
Japan can buy Mexican or Canadian 
cotton and Canadian and U.S. wheat 
through the dollar cash payment. 
United States under an automatic- 
Phosphate rock is available from the 
United States under an automatic- 
approval import system. Such a change 
of the procedures will encourage im- 
port. 4) The problem of usance bill 
has been practically settled. 


OVERSEAS LINER SERVICE 

Despite the loss of its merchant fleet, 
which is said to have totaled 8 million 
gross tons, Japan’s shipping world is 
anxious to see the day when they can 
operate regular, trans-ocean service. 
As of Nov. 16, when the Ministry of 
Transportation closed accepting appli- 
cations for establishment of regular 
overseas services, 13 shipping com- 
panies filed their applications, envisag- 
ing in total 141 vessels of 1,020,000 
gross tons to be engaged in service on 
14 different routes. 


Reorganized on private basis last 
April, Japanese shipping activities in 
the ocean-going service have been 
practically confiined to fetching the 
goods abroad which Japan obtained as 
governmental or GARIOA _ imports, 
such as rice in the former, and petro- 
leum or grains in the latter case. Un- 
fortunately for private shipping inter- 
ests, they are “one way traffic” with 
their outgoing voyages empty-bottomed, 
which worsens their present difficulties 
arising from the current high-rate 
money interest and the heavy cost of 
shipbuilding, ; 


, The routes on which regular service 
is desired by Jiapanese shipping com- 
panies are: 
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5 Number of Number of Total Gross 
Route 


Applying Co. Vessels Tonnage 
Pakistan «sao. 5 13 113,961 
Philippine 7 13 83,204 
Indonesia 2 6 48,575 
Mariana ..... 1 1 1,906 
Argentina .... 2 10 93,889 
Eastern S. Africa 1 4 34,015 
Persian Gulf .. 2 6 49,740 
Hongkong 1 2 7,450 
North American 10 40 893,361 
Formosa ...., :f 14 58,734 
Bangkok ..... 6 16 18,889 
Endiay sic aietans a0 3 8 84,252 
Of all the above routes, the most. 
conspicuous is ‘the North American 


Route applied by ten companies with 
40 ships, including the well-known 
Mitsui Line, N.Y.K., O.S.K., the Kawa- 
saki Kisen Co., the Daido Shipping and 
the Yamashita Line. 


After a decade of confinement, the 
Japanese merchant marine has recently 
been given a chance to navigate to 
South America. On Nov. 28, the Minis- 
try of Transportation received notifica- 
tion from SCAP that O.S.K. has been 
authorized to start its regular service 
on the South American route, which 
used to be one of its most favorite liner 
services. The O.S.K. Line has assigned 
6 boats—Osaka Maru (7,050 d/w ton 
freighter), Nagasaki Maru (8,100 d/w 
tons), America Maru and Africa Maru 
(both 9,400 d/w tons), Kobe Maru 
7,300 d/w tons), Seiko Maru (7,701 d/w 
tons), for a bimonthly voyage between 
Yokohama and Buenos Aires, calling 
enroute at Nagoya, Osaka, Kobe, Moji. 
Singapore, Durban, Rio de Janeiro and 
Montevideo. Kobe Maru is picked to 
be the first boat to run this newly 
opened route. This ship is slated to 
leave Japan early in December for 
Buenos Aires carrying 6,000 tons of 
steel aboard. 


The Bangkok route is also expected 
to be opened for Japanese liners soon. 
By next March, Japanese merchant 
marine will have a fleet of 127 “classi- 
fied” vessels totaling 1,135,793 gross 
tons, which, though still insufficient, 
will contribute much to the invisible 
trade of Japan. 


Progress in Reinstitution of Japanese 
Merchant Marine 


1950 
1947 1948 1949 August 

Freighter 
(Number 528 623 697 70% 
(G/T 987,051 1,132,085 1,227,287 1,242,500 
Combination Boat 
(Number 63 89 72 67 
(G/T 115,508 155,283 131,913 121,851 
Passenger Boat 
(Number 122 113 120 1i3 
(G/T 75,116 70,517 77,563 17,242 
Tanker 
(Number 82 97 105 117 
(G/T 168,388 197,023 246,862 262,02% 
Number 796 922 994 1,005 
G/T 1,344,063 1,554,908 1,683,575 1,703,622 
JAPAN’S POPULATION 

The national census covering the 


whole area of Japan including Tokyo, 
Hokkaido and 44 prefectures was con- 
ducted on October 1. The total of the 
population is 83,128,400, of which males 
are 40,743,671 and females 42,384,729, 
showing an increase of 2,911,313 
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(3.629%) in total and 1,378,111 and 
1,533,202 in males and females respec- 
tively, over the figures obtained from 
dJast national census on August 1, 1948. 


The fact that women exceed men in 
number by 1,641,058 is a result of the 
war. The population ratio between 
men and women is 100:104, which 
shows no considerable improvement 
compared with the” previous 100:104,8 
of twenty-six months ago. 


In the prefectures surrounding big 
cities such as Tokyo, Osaka, Kyoto, 
Nagoya or Kobe, some decrease is wit- 
nessed, which has been mainly brought 
about by the fact that those who evacu- 
ated from cities to the neighboring 
country~side during the war time have 
now returned to their city dwellings. 
Taking a look at cities, there are 
twenty-four cities in all which have a 
population of more than 200,000, of 
which Greater Tokyo comes first with 
its population of 6,275,190 composed of 
3,167,541 males and 3,107,649 females. 
Compared with the last figure, the total 
population increased by 857,319 or an 
average increase of 33,000 a month. 
‘The number of households jumped up 
to 1,440,023 as against 1,284,261 in 
August, 1948 realizing an increase of 
155,762 or a monthly average of 5,990. 


With those figures Tokyo has now 
become the fourth largest city in the 
world preceded only by London, New 
‘York and Paris on the list. 

Populations of the six ranking citied 
and two noted cities, Hiroshima and 
Nagasaki, are as follows: 


Increase 

Bank City Population since Aug. 
1, 1948 
it. Tokyo (Proper) 5,382,725 827,160 
Per Osakaye Wert oto.ch i: 1,956,139 266.067 
38 Kyoto fetsiaceia/siite 1,101,862 61,735 
4 TAZOVA:| Waa seta alsa 1,030,634 114,909 
5 Yokohama ....... 951,185 91,861 
6. Kobe  fiscacie. sic. 804,773 160,556 
11 Hiroshima. vsciwis 285,668 39.534 
16. Nagasaki. ssiaci« 241,818 33,174 


U.S.—JAPAN TRADE 

The total value of our export to and 
import from the United States during 
the first nine months of 1950 amounted 
to US$127,723,912 and $311,495,977 
respectively. A large portion of the 
imports was financed by U.S. appropri- 
ated aid. (GARIOA). A summary of 
the statistics follows: (in $1,000). 


Cumulative Value of Shipments Exported 
(from Japan, Jan. 1-Oct. 1) 


Commodity Value To 
RE WF SLL Pate: cisteteo: Viaharetoieia sta 13,004 10.2 
"Silk fabrie ....... 8,944 7.0 
Cotton products 6,240 AQ 
Wool textiles 3,980 3.1 
Other foods & beverage .. 8,449 2.7 
Clay products & pottery .. 5,089 4.0 
Glass & glass products .... 3,231 2.5 
Wood & paper products 2,955 2.3 
Rayon textiles 8,727 2.9 
‘Other textiles 6,445 6.1 
‘Copper ingots, slabs,‘ bars 10,362 8.1 
‘Lead ingots & slabs ...., 1,620 1.8 


Other non-ferrous metals .. 


~ Commodity Value 
Non-ferrous alloys ........ 4,725 
Other metals & products .. 5,249 
Fish & chellfish 14,531 
BCiGHE © OUls Mir ert.  srstere asta 3,615 
Toys, Games, etc. 6,631 
Accessories... eee eee, 4,908 
Animal & vegetable products 3,896 
Machinery. . Jess ss sels 4,374 
Scientific & professional 
instruments ......... aie's 1,819 
Chemicals 6 .3i0s.evee eens 925 
Othe rsaee  sicsrcrdar sarakereaat F 2,346 
Dotalap t iavccisls sitiote starve h 127,724 


Cumulative Value of Shipments 
(Received by Japan, Jan, 1-Oct. 1) 


Commodity Value 
Raw Cotton 22... cece eetws 147,533 
Other fibers and textiles .. 3,866 
Wihest  ttudee «cn aeeee 65,873 
Soya beans 10,263 
AO Gogna gage naapedetotaso 6,102 
Indian corn, maize ... 1,390 
Bewley. Wows cect s 2,228 
Dvied railic Wile nsclele ve aie 1,082 
ABa PINE, 5 natets a iclals elcid nce 594 
Other fats, oils, waxes .... 612 
Phosphate rock .......... 9,834 
Ammonium sulphate 
(unrefined). ~~ ......000s 00 10,548 
Ammonium nitrate ......, 5,491 
Other chemicals .......... 3,400 
Hides and skins ..1.....5: 1,330 
Other foods and beverages 1,383 
Crude petroleum .......... 12,137 
EUG ON oreeic. cs piaceaiew 0/heinine 5,848 
Petroleum jubricants ...., 3,699 
BHeSeL MOI actos: sfolete aoe ates 2,755 
Non-aviation gasoline 2,177 
Beef” tallow! 72 2oiask cere eee 2,036 
Other animal & vegetable 
products [Mice < yaeaes ete ke 2,882 
Coal & related fuels ...... 1,096 
Other non-metallic minerals 884 
Machinety;? wtisjovcieguec > sista 2,187 
Metals & metal products .. 949 
Cotton: seed, Of) 2c. cence oy 2,130 
(03.9 ste 7 A I 8 RE 1,172 
POU al. Oey seraiste (s/s stirs st0is/e 311,496 
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PLANT EXPORT 

The total amount of exports of heavy 
machines and plants during the period 
April to August reached US$9,496,000 


(Y3,418,560,000), details being as 
follows:— 
Electrical machinery $ 570,000 Y 205,200,000 
Textile machinery 2,065,500 748,580,000 
Rolling’ atock: .....5. 1,847,000 484,920,000 
Vessels) eilatisiscante ate 3,476,500 1,251,540,000 
Other types of heavy 
machinery ...... 2,037,600 733,320,000 
The following are the particulars 


broken down by countries to where 
plants and machinery were exported 
(in dollars): 

1) Electric Machinery :— 


Korea 4... 12,000 China 108,000 
Inia neni 14,000 Pakistan 138,000 
Formosa .., 298,000 

2) Textile Machinery:— 

Korea ..... 9,500 Formosa 540,000 
Philippines , 18,000 Ching a. deter 86,000 
Hengkong 145,000 Pakistan 715,900 
India %.....04 586,000 Burma <2... 27,000 
3) Rolling Stock:— 

Philippines , 151,000 Formosa .... 234,000 
Thailand ... 962,000 

4) Vessels:— 

Norway .., 2,451,500 Denmark 1,025,000 
5) Other Machinery :— 

Korea ...., 237,000 Formosa 535,000 
Philippines , 112,000 China, (castes 105,000 
Hongkong 51,000 Argentina .. 282,000 
Tndig.) sissasters, 626,000 Thailand .., 89,000 


The countries with which contracts 
for shipment of plants were concluded 
are: 

Pakistan (Thermal electric generator) 

Loochoos (4 thermal electric generators and 
power transmitting and transforming’ 
equipment) 

India (Power-transmission insulators and 2 of 
15,000 KVA thermal electric generator) 

Thailand (thermal electric generator) 

Australia (500-1,500 KVA transformers) 

Argentina (10,000 and 8,250 KVA hydraulic 
power generator) 


Under negotiation are the shipments 
of transformation gauges, radio trans- 


mitters, generators, rolling stock, etc. 
to India, Australia, Argentina and 
Formosa. 
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FINANCIAL 


HONGKONG FREE EXCHANGE 
& GOLD MARKET 


Review for the week January 2—6:— 


Nervousness about the Korean war 
developments and the US-China tension 
continued to dominate the market, as 
indeed the minds of all people here. 
One gets these days inured to bad news 
and even professional rumor mongers 
no longer achieve their results, i.e. get- 
ting the public into panic buying. But 
there are some combinations of adverse 
news from Korea and plausible rumors 
which have an upsetting effect and 
cause short-lived runs on gold hongs 
with accompanying spiralling of rates. 
Last week’s reports from Korea, prov- 
ing the pessimists once again right, 
were not too much of a blow to the 
market but then came the announce- 
ment of the local branch of the Chase 
Bank winding up its office here which, 
in itself not a disaster, made previously 
circulating rumors appear more factua! 
than was apprehended at first. These 
rumors spoke of preparations being 
made by the US government for the 
evacuation of ‘unessential’ US citizens 
in Hongkong, of a blueprint adopted by 
the local authorities for similar opera- 
tions (women and children to be first 
sent away) and other alarming matters. 


The stock exchange went almost into 
acoma. There has been for some time 
past a slump being built up and at 
present buyers are hard to find. In 
many otherwise very alluring counters 
(yields of 15% p.a. and excellent work- 
ing results) there is no bid made at 
all and thus the exchange loses, from 
many a seller’s point of view, its im- 
portance. The ‘one-way- -traffie’ in the 
local share market has been as often 
noticed as it has been deplored but at 
present the plight of would-be sellers 
is quite pitiful. The less is said, in 
times like these, the better, confidence 
being in so ticklish a place as Hong- 
kong very difficult to build up and 
very easy to blow up. 


The crux of the local slump in secur- 
ities and the high gold prices is the 
Korean war situation. The progress of 
the combined Chinese-Korean forces, 
with covert Soviet support, is amazing 
and the withdrawal of the UN forceg 
has stunned observers here. Unless 
MacArthur has a master plan to cope 
with the situation, the total evacuation 
of Korea appears imminent. Are the 
UN going to lose ‘face’ and risk con- 
tempt by the people who still repose 
faith in them? Or is the point of view 
aggressively and uncompromisingly 
championed by the USSR and its satel- 
lites to prevail and the further expan- 
sicn of ‘“people’s democracies” to be 
countenanced? 


The defeatist sentiments displayed by 
local residents, of whatever nationality, 
have a discouraging effect on the stal- 
warts, on the ‘business as usual’ pro- 
phets, on the man-in-the-street. To 
restore confidence, not only in the 
stability of Hongkong but in the whole 
Far East, a compromise between the 
two warring factions must be achieved 
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but this seems today a pious hope. 
The possibility of war breaking out on 
a very large scale during this coming 
summer is now discussed without much 
fear or surprise; it is almost taken for 


granted. And in ‘such an atmosphere 
business is conducted and men are 
working. 


GOLD:—Highest & lowest rates of 
945 fine tael $340—307%4 equiv. to .99 
fine tael and oz rates of $356.10—321.88 
and $296—267.49 resp. Crosses US$48 
high, 44% low. Macao and Canton .99 
fine tael prices $34734—317 and $342— 
316 resp. 


Highest & lowest gold (.945 fine tael) 
and US$ (TT New York 100):— 


Gold US$ 
January high low high low 
| cer wot eas - $31234 307% 604% 601 
2 eats 315% 312% 604% 602 
casts Bay 320 313% 604% 603 
ee Oe 328 319 612 604 
| ec 340 330% 617 610 


Buying was strong and demand be- 
came insistent towards the end of the 
week when the impression prevailed in 
the market that there was a deteriora- 
tion in the general outlook and that 
accordingly gold hoarding was the only 
means to play safe. 

That Hongkong is capable of absorb- 
ing large lots of gold, week after week, 
is surprising in view of the fact that 
the local population is only some 2 
million, the majority of whom have no 
savings and are, by & large, laborers 
and wage earners in the smaller brac- 
kets. It is the holders of large ‘idle 
and hot’ funds in the banks who are, 
in times of crisis, withdrawing these 
balances and invest them in gold — 
either in order to hold bullion for its 
supposedly intrinsic value or to partici- 
pate in the rise of price of gold (i.e. as 
hoarders or as_ speculators). Then, 
there are ex-refugees from the main- 
land who have come here with consi- 
derable assets (in the aggregate more 
than US$100 to 150 million) held in the 
US (in cash in the banks, securities, 
commodities, real estate, under their 
own or under assumed and dummy 
mames), and these assets have been 
recently, to some extent, liquidated 
and reinvested ‘in gold as it is presumed 
that gold in hand is better than US$ 
in the States. The recent US Treasury 
freezing order, now only applying to 
Chinese communist interests (and any- 
thing connected with them), is another 
matter which has caused gold hoarding 
here and disinvestment of funds in 
New York. It is very doubtful whether 
in future, should the present war in Ko- 
rea not be brought to an end, the US 
freezing orders will not be perfected and 
when this is done many Chinese inter- 
ests, though not in any way connected 
with the communists, are bound to 
suffer. 

Apart from this hoarding of gold on 
a big scale by local and Chinese (refu- 
gee) capital there is continual ‘saving’ 
by the small men in form of gold rather 
than in local currency. This is the 
result of the low interest policy of the 
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banks here; to get a 2% p.a. return 
from a fixed deposit is the exception 
rather than the rule, with savings ac- 
counts only bringing holders 1% p.a. 
There is then no incentive to save in 
local currency and gold buying (usually 
ornaments of crudest manufacture, of 
97 to .99 fineness) is resorted to by 
fokis, amahs and coolies. 

How much more fresh gold the local 
market can absorb is engaging the in- 
terest of the importers; as far as re- 
export is concerned the price here 
determines sales abroad such as in 
Singapore, Bangkok etc. Local hoard- 
ing however must have come to almost 
a dead end except in case of real 
panic breaking out here, making 
cash account holders turning away en- 
tirely from the local currency. Such 
an eventuality is most improbable and 
therefore a larger offtake by local (and 
ex-refugee) investors is not to be ex- 
pected. Small sales will however con- 
tinue as current earnings are, as far 
as not required for meeting current 
expenses, being turned into gold — adv 
far as the Chinese man-in-the-street 
is concerned. 


Macao has been enjoying an import 
boom and the Portuguese government 
there is most thankful for the windfall 
of several million patacas earned from 
the 1950 gold import duty. Without the 
Korean war, at first, and later the in- 
tervention by the Peking govt., gold 
imports would have come to an end 
altogether. But fortunately — from the 
point of view of the bullion trade and 
the profit-participating Macao govt and 
the clever set-up of the licence ped- 
dling ‘monopoly’ — the Korean war did 
break out and the bonanza in Macao 
continued. The Macao govt, has earned 
since 1947, when gold imports com- 
menced, approx. 2% million patacas 
(officially at par with HK$ but usually 
quoted a slight premium over HK$, 
from 3—12%), but the ‘earnings’ of 
the so-called monopoly (in which 
officials of the Macao govt. are said to 
share) have been far larger, estimated 
at 45 to 50 million patacas. (Every 
import licence must be purchased by 
bona fide importers from the ‘monopoly’ 
and the fee, including the 2 pataca duty 
of the Macao govt, ranged from 5 to 
26 HK$ per oz). Total gold imports: 
into Macao during the period 1947— 
1950 exceeded 6% million fine ozs (in 
1950 imports comprised a total of 
slightly over one million ozs). 

To some extent the former National- 
ist Chinese Govt also profited from the 
Macao imports; though they objected 
and protested, claiming that constant 
large-scale imports into Macao were all 
going to China thus aggravating the 
inflation problem of the Chinese au- 
thorities, some officials of the KMT 
obtained ‘duties’ which, it is presumed, 
found only in rare instances their way 
into the national treasury. The com- 
munist authorities have, after the take- 
over in October 1949, also obtained 
some benefits but in a curious form: 
donations to the People’s Liberation 
army, subscriptions to the victory bonds 
etc. were secured, in Macao, from rich 
merchants and among them were those 
few ‘men who had profited from the 
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fixed-up gold import licence ‘monopoly’. 
Quite substantial amounts in HK$ or 
patacas were handed over by the gold 
import merchants, to the great amuse- 
ment of the population in Macao and 
accompanied by scornful comments of 
the business world in the Portuguese 
colony. What the communists are 
thinking of the acts or rather antics of 
the bullion bosses in Macao can be 
easily imagined. The story of the gold 
trade of Macao remains yet to be pub- 
lished; it will make exhilarating read- 
ing. 

Forward interest in the local market, 
in favor of sellers, totaled last week 
55 cts. per tael which came to about 
9% p.a. Contracts made in and outside 
the gold exchange totaled 212,000 taels 
(of .945 fineness), a daily trading aver- 
age of 42,400 taels. Turnover increased 
as result of increasing appetite by the 
hardened core of speculators and also 
the merry joining in of amateurs. 


Daily position figured at 123,500 taels 
in which gold importers were promin- 
ent as buyers—a strange development 
but justified by the heavy local demand 
which compelled importers to cover 
their forward sales contracts after 
world market prices and _ crossrates 
jumped up. The local operators were 
proud to hear that it was they who 
caused the advance in crossrates in 
Europe and higher New York prices; 
US$41 to 41% are now asked abroad 
and the Iccal hoarder pays it plus the 
Macao duty, the ‘squeeze,’ trading pro- 
fits and high transport fees. 


Cash sales amounted to 31,520 taels. 
Marginal holders took up 12,500, local 
goldsmiths 5520 and exporters 13,500 
which were shipped to Bangkok 2006, 
Rangoon 7000 and Singapore 4500 taels. 
Hongkong Govt revenue officers were 
scoring last week with record seizures; 
some 7000 taels were confiscated and 
the public liked it as it means about 
HK$2 to 2% million increase in reven- 
ue. The export syndicates were wor- 
ried; the seizures were all successful as 
a result of tip-offs which came from 
‘insiders.’ All gold trade being here 
illegal—the Govt never allowing im- 
ports or exports—the revenue officers 
(preventive section of the commerce & 
industry dept.) have a big job on their 
hands. 


Imports last week totaled 14,500 
taels, coming from Macao and some 400 
taels arriving from Taiwan. Were also 
revenue officers were lucky confiscators 
of over 100 taels. What a week, ex- 
claimed the Treasury of Hongkong! 
(Differences for export bars of .99 
fineness were from $15—16 per tael, for 
‘97 fine bars from $614—6.60; this 
amount being paid on top of the .945 
fine market price). 


US$:—Highest & lowest rates per 
US$100, US notes HK$620—601, DD 
604—587, TT 617—601, equiv. to crosses 
at 1s. 3d. parity of US$2.593—2.662. 


Against overseas crosses (around 2.50 
—2.55) the local cross was some 5% 
higher thus causing larger arbitrage 
transactions (sterling being transferred 
to Hongkong for conversion into HK$ 
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with which to buy here funds in New 
York, the difference in the local cross 
and the open market New York price 
for transferable sterling constituting 
the profit) and a cheapening of the 
free market sterling buying rate (i.e. 
merchants and investors could, under 
certain exchange control approved con- 
ditions, acauire TT London from Hong- 
kong No, 2 account holders and paying 
about 4 to 5% less than exchange asso- 
ciation banks are charging under the 
fixed ‘agreed merchant rates’). 


Without outside buying of US$ here, 
largely done for margin profiteering by 
the international arbitrage, the local 
free market rates would have slumped 
below 600. There was additionally de- 
mand for TT New York from gold 
importers which also contributed to a 
firm rate. Merchant demand was al- 
most nil. 


Business in US$ has become more 
difficult as the US freezing order has 
made bankers wary about eventual 
transfer of funds from their clients to 
their own accounts. TT is bought only, 
against immediate payment in HK$, 
from such clients who have proved in 
the past reliable and whose status has 
been investigated. DD is now at .a 
heavy discount; private cheques are 
hardly traded, and draft holders must 
wait until confirmation from New York 
arrives when payment in HK$ will be 
made. US notes had a period of boom 
as small time hoarders showed up and 
big buyers were also interested in 
rounding up any amount they could 
find if the price was below TT. The 
airmailing of US notes to the US, if 
not accompanied by an exchange con- 
trol export licence, is regarded as 
illicit; circumvention is however easy, 
there being no censorship in force here, 
and then there is always Macao. To- 
wards the end of last week the notes 
rate moved above TT. 


Sales totaled US$1,240,000, of which 
in TT 390,000, DD 405,000 and notes 
415,000. (The majority of DD were 
overseas Chinese remittances, in form 
of cashier orders or managers’ cheques, 
in units of US$1000 and multiple of 
this sum). 


SILVER:—Rates per .99 fine tael 
$5.37—5.41, per silver dollar coin $3.38 
—3.43, per 20 cts. coins $2.63. Sales: 
31,000 taels. 


Prices were steady being influenced 
by the firm gold market. The market 
has lost all interest as a trading centre; 
there are hardly any imports nor ex- 
ports and this situation will not under- 
go any change for some long time. 
Trading is now a purely local affair. 


BANK NOTES:—There were some 
anxious hbdarders of foreign bank notes 
coming into an otherwise uninteresting 
market. It was again a “case of jit- 
ters” buyers believing that Hongkong 
wasn’t so safe after all and other coun- 
tries in Asia, more distant from the 
expanding red universe, may enjoy 
more placidity. 


Rates per one foreign currency unit 
in HK$:—London 15.35—15.40, Austra- 
lia 12.30—12.70, Canada 5.35—5.55, 


59 


Malaya 1.711%—1.72%, India 1.07— 
1.094%, Burma  .83—84, Philippines: 
1.824%2—1.85, Macao 1.06—1.08%4, Tai- 
wan .45—.47, Per 100 units, Indochina 
11.50—11%4, Siam 27.30, Indonesia 47— 
48. Japan, yen 10,000, $128—135. 


CHINESE EXCHANGE & 

FINANCIAL MARKETS 

The People’s Bank of China again 
raised the exchange value of thé Chin- 
ese currency and the local free market 
as well as the black markets in China 
followed suit. The strength of the PB$ 
is remarkable, Although the majority 
of imports which China needs these: 
days have greatly advanced in price, 
the Chinese dollar has not lost much of 
its purchasing power in terms of for- 
eign raw materials. The PB$ has con- 
sistently gained and there are indica-- 
tions that this trend will continue. It 
is therefore understandable that Chin- 
ese are now keeping the legal tender 
of ‘New China’ and speculate in its fur-. 
ther appreciation vis-a-vis the HK and 
US$. There is no doubt that commun- 
ist China has scored a success on the 
financial front which is probably of 
more importance than is realised at 
present. It is a matter of pride, to the: 
Chinese, that for the first time in many, 
many years the Chinese currency has 
established itself securely. The years. 
of monetary inflation appear now as a 
bad dream. 


The new exchange rates of the Peo- 
ple’s Bank, in force as from last week, 
are as follows (buying—selling, in 
PB$):—TT New York 24,900—25,160,. 
London 68,370—69,050, Hongkong 4206 
—4240 (of HK$238.10—235.85 per one 
million PB$), Australia 55,020—55,580, 
Canada 22,420—22,640, Malaya 8040— 


8120, Siam 1113—1125, India 5140— 
5200, Burma 4200—4240, Pakistan 
7400—7480, Philippines 7450—7530,. 


Switzerland 5830—5890. 


Crossrates work out as follows:-- 
London US$2.75, Hongkong HK$5.93, 
and HK$16.29 per £1. Official buying 
and selling rates of bank notes in Can- 
ton:—PB$23,660—23,900 per US note; 
4120—4160 per HK$ (cross at HK$5.74, 
exactly as the official rate in Hong- 
kong). 


Local rates for PB notes advanced in 
line with official rates of the Chinese 
banks, viz. HK$225—240% per one 
million PB$ (business done 310 mil- 
lion); rates for DD Canton HK$220— 
230 (business done 1400 m.), Hongkong 
currency remittances with South China: 
rates from 100.80—101.40 (for 100 in 
Canton) with sales at HK$320,000. 
Rates remained in favor of Canton 
which shows that hoarding of HK$ is 
still rampant in Kwangtung. 


US notes and gold remittances with 
Shanghai all but peter out; rates were 
respectively 94—95 and 101—101% (for 
100 in Shanghai). With Taiwan more 
business is done in US notes and gold 
but also on a very small scale; rates 
resp. 89—90 and 69—70%%. 


Some financial disturbance was no- 
ticed earlier in Taipeh but rates, on 
the black market, came down to more 
or less normal levels (slightly above 
official rates). 
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Though the civil war continues in 
‘China, but at present being ‘neutralised,’ 
the financial situation both in Peking 
‘and Taipeh is rather stable. 


US EXCHANGE & PROPERTY 
CONTROLS AND COMMUNIST 
CHINA 
Since Korea, the possibility is being 

seriously considered in Washington, 

D.C. that the U.S.A. may have to in- 

‘ttroduce unilateral foreign exchange 

and foreign property controls while the 

use of similar regulations in friendly 
or even allied countries is doubtful. 

We refer in particular to the prepara- 

tion of new blacklists of firms which 

try to evade American regulations or 
had dealings with behind-the-iron- 

curtain countries in, violation of U.S. 

‘rules, writes Guenter Reimann from 

‘New York. Tne pattern of future 

foreign exchange and foreign property 

controls can be derived from the first 
practical example: Prohibitions con- 
cerning dealings with Communist 

China. The essence of the new regula- 

tions may be described as follows (for 

the full text see Chapter V, Subtitle B 

of Title 31, U.S. Code of Federal Re- 

gulations) :— 


1) Prohibition of all transactions 
by or on behalf of or pursuant to the 
direction of the “unfriendly” countries 
(China or North Korea) or any 
national thereof. 


2) The same prohibition applies to 
any transactions which handle proper- 
ties in which the unfriendly country 
or any national thereof (China or 
North Korea) had any interest of any 
kind whatsoever. However, exceptions 
may be granted by the Secretary of 
the Treasury or any agency or person 
appointed by the Secretary. 


3) ‘The same restriction or prohibi- 
tion applies to transfers outside the 
U.S. if any property or interest is in- 
volved which may be subject to the 
jurisdiction of the U.S. 


4) Any transaction is prohibited 
which has the effect of circumventing 
any of the above prohibitions. 


The latter clause is especially far- 
reaching. For it obligates each firm to 
determine itself the nature of a par- 
ticular transaction in which it partici- 
pates. No one can claim innocence be- 
cause of ignorance. 


Washington experts who prepare 
new controls will probably widen the 
scope in order to make it possible for 
the authorities to use them dynamical- 
ly. As a result, private firms will have 
to apply a high degree of self-control 
because the exact borderline for many 
transactions will not be defined. In 
case of the slightest doubt, it is always 
advisable to apply for a special autho- 
rization. 


‘Tre wide scope of the new controls 
should not lead to the conclusion that 
they will be generally applied. The 
role of “friendly” or allied trade in 
South America, Western Europe and 
Southeast Asia is still left undefined 
by the policy makers. They realize that 
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these countries will act independently 
to a high degree and that therefore 
many controls useable during the last 
war cannot be reintroduced. 

New controls as outlined above will 
lead to further weakening of dollar 
exchange. But it would be false to 
conclude that therefore the monetary 
position of- the dollar will decline ac- 
cordingly. New fluctuations will result 
from movements of flight capital or of 
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funds which seek to escape from 
future controls. This trend is limited 
in time and scope. Therefore we warn 
against the excessive belief in the 
strength of foreign currencies which 
attracted much flight capital. Specula- 
tion is again tending to create tem- 
porary exaggerated strength, and 
ignore the real inner political back- 
ground of those few cases where up- 
valuation is a possibllity. 
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HONGKONG STOCK & SHARES HIGHEST & LOWEST QUOTATIONS FOR 1950 AND CLOSING RATES 
AS AT JANUARY 5, 1951 
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Closing Highest & Lowest Closing Highest & Lowest 


Stock Quotations Quotation 1950 Stock uotations| uotati 
Jan.51951 High Low re 5; 1951 oe ee oe 
ee ee ee a 
H.K. Govt..4% Loan ..... $99 $100 $961 Humphreys Estate & 
Do. 342% ,, (1934) $96% $99 $96 Finance Co., Ltd. ...... $934 $11 $7% 
Do. 3% % »» (1940) $96%% $99 $96 Hongkong Realty & Trust 
Do. 3%2% ,, (1948) $98 $100 $95% Cove itd. Spe «3 tere $1.90 $2.10 $1.90 
Chinese Estates, Ltd ..... $119 $130 $130. 
Banks 
H.K. & S. Banking Corp. . $1200 $1530 $1120 Public Utilities 
- London Register £72% — 
Chartered Bank of LA.&C. £8%  £10/18/6 £10/18/6 0nékong Tramways, .... $10%  $16% $10: 
Mercantile ank of. India Peak Tramways, Ltd. (O) $22 $22 $22 
DitdieAs ShBaC hia Bowe. £22% — (N) $11 $11 $10% 
Bank of East Asia, Ltd... $110 $112 $100 ‘Star Ferry Co., Ltd. ..... $80 $93 $63 
: China Light & Power Co., 
Lidioaescaee (F.. Pd.) $5.90  $15% $9 
Insurances (P. Pd.) $3.60 a 
Canton Ins. Office, Ltd. .. $265 $325 $230 (Bonus) $5.60 $11 $6. 
Union Insce. Socy. of Hongkong Electric Co., Ltd. $23 $314% $18 
Panton, Tada. 5). 203s $620 $700 $535 Macao Electric Lighting 
China Underwriters, Ltd. . $3%4 $334 $3 Co. Ltd. .......... (O) $9% $23 $9 
H.K. Fire Ins, Co., Ltd. .. $145 $215 $135 (N) $9%  $9% $9% 
: Bonus $8 $8 $8 
Sandakan Light & Power 
Shipping Co. itd et. eee $834 —— 
Douglas Steamship Co., Ltd $150 seep H.K. Telephone Co., Ltd. $18% $9% 
H.K., Canton and Macao (O) $10% Rts. $0.20 $0.02 
Steamboat Co., Ltd. .... $13 $15 $13 (N) $9% $1054 $10: 
Indochina Steam Shanghai Gas Co., Ltd. .. $1% $1% $1 
Navigation Co., Ltd. Industrials 
(Pref. £1 shares $12 $12 $12 Green Island Cement Gol, 
(Def. £1 shares $35 $191 $191 TiCGl Wee. teen tarecer cis etre es $12%4 $27% $7.90: 
Shell Transports (Bearer) 75/7% ——- H.K. Rope Manufacturing 
Union Waterboat Co., Ltd. $20 $20 $18 CO. DAG. on ovo valentin $14% $16 $12% 
Eastern Asia Navigation 
(Cow teil Sagaacc Se oar $0.65 $1.125 $0.625 Stores, Etc. 
$421 $30: 
pics a ot © Gedowns Dairy Farm, Ice & Cold $15.10 $9.60 
H.K, & Kowloon Wharf & Storage Co., Ltd. .. (O) $11% $13.80 $11% 
Goedown. Co.,ltd. 3.0... $89 $115 $65 (N) $10 Rts. $5 $0.60: 
North Point Wharves, Ltd. $5% $644 $4% A.S. Watson & Co., Ltd. . $20% $50 $20 
Shanghai & Hongkew Lane, Crawford, Ltd. .... $20 $26 $18% 
Ny iartaC Onmlutd., ser cate $5%4 $744 44m SiniceronConmitds saree en $3.10 $4.80 $2.10 
Hongkong & Whampoa China Emporium, Ltd. $844 $10.40 $8% 
Dock Co., itd) ..csbe.c. $12% $19 $12% Dun Co. Ltd. «- ees sce $1.40 $2, $1.70: 
China Provident Loan and Kwong Sang Hong, Ltd. .. $98 $108 $70 
Mortgage Co., Ltd. .... $11 $121% $816 Wing ‘On Co,, Ltd. 73...) $43 $62 $42 
Shanghai Dockyard, Ltd. . $3.15 $9%4 $2.10 William Powell, Ltd. $8 $8 $8 
Wheelock Marden & Co., 
Titer aE ee 5 oe $18% $33 $19 Re enclianesne 
ee China Entertainment & — 
Mining Land Investment Co., 
Raub Australian Gold Lites ae es aero $13%, $17% $13%4 
MiningwCo., tds 2.5%). $4.70 — H.K. Engineering & Con- 
struction Co., Ltd. . (O) $2% $2% $1.90: 
vathy (N) $1.30 $0.90 0.90 
paesegr Cee eg Bulidings Vibro Piling Co., Ltd. .... $9% $15 iain 
H.K. & S. Hotels, Ltd. .... $6.60 $12.30 $6 Shanghai Loan & Invest- 
H.K. Land Investment & ment (Co; Ltds ens. $0.70 $1 $0.70 
Agency iCo., ltd. «sce $33 $50 $32% Yangtsze Finance Co., Ltd. $2.20 $5 $2% 
Shanghai Land Investment Cotton Mills 
COR Ess a scpaayeisrs eis cs eee $1.15 $2.10 $0.90 Ewo Cotton Mills, Ltd. $2.60 $6.70 $1.80 
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HONGKONG STOCK & SHARE MARKET 


Rubber Plantation Companies’ Shares: 
Closing Quotations as at January 5, 


During the last few weeks, following 
the retreat by the UN forces in Korea 
‘and the growing apprehensions about 
the future of peace in the Far East, 
yates at the Exchange have shown 
~weakness. Sellers are more in evidence 
while buying interest is not easy to 
arouse even at current low levels and 
in spite of tempting yields. 


The question of security in this part 
of the world dominates the thoughts of 
all—investors and wage earners alike. 
‘The situation today resembles the crisis 
of the first half of September when the 
Pusan beach head was endangered and 
when no information about the turn of 
the tide, heralded by the Inchon land- 
ing, had leaked out. The intervention 
of the Chinese communist armies has 
however nullified the success of the UN 
forces to restore order in Korea and 
bring the war to an end and the re- 
percussions of this UN reverse are felt 
here and elsewhere in the world. 


One might conclude from the present 
performance of the market that there 
is some despondency prevailing. That 
is however far from the truth: investors 
are reluctant to increase their holdings 
but there are also few holders here 
who would part with their shares at 
‘current or even at much higher prices. 
Outport holders and some estates are 
still depressing local rates. The low 
rates for Hongkong Banks as quoted itn 
London is also another adverse factor 
in the local Exchange; as there seems 
to be little interest to take these shares 
up when offered in London and rates 
‘are consequently moving to lower 
levels the local market takes its clue 
from this development in London. 


Undér present conditions an improve- 
ment in the tone of the market cannot 
be expected but some degree of stabii- 
ity, though at today’s prices, may be 
hoped for until the war outlook changes 
—for the better or the worse. 


Sales of shares during the year 1950 
totaled $60,108,912, a weekly average 
of $1,155,925. Sales during the 3rd 
quarter of last year totaled $10,497,238 
(weekly average $807,471). Sales dur- 
ing the last three weeks, viz. weeks 
ending 22nd December, 29th December, 
and Sth January were respectively 
$679,568, $1,210,350 and $1,028,586. 


1951 
Alma Estates 
Anglo-Dutch 
Anglo-Javas 
Batu Anams 
Bute Plantations 
Chemor United 
Cheng Rubbers 
Consolidated Rubbers 
Dominion Rubbers 
Java-Consolidateds 
Kota Bahroe 
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Kroewoek: Javas. 2.0. ede vee. 40 
Tangkatisusitatrscs ene o sieisteh~ tele 45 
Repah Rubbers <5... i... 2..5/s. 0 .25 
Ribber. Vsustsi ac etorctstete <cmtetereres 2.59 
Samagaga Rubbersi .«..2225.0% .00 
Semambu Rubbers ............ .60 
Shanghai Kedahs (5). so. sireters 5.00 
Shanghai-Malays...........+ 10 

Shanghar Pahang Sson..-= secre -90 
Shanghai Sumatras <..:5.2..09. 1% 
Sua aVlanesis te cias cpeiedettja «ie caste 10 
Sunget sDurisi eas. snp 6 ee 20 

Tanah IVICCANSS gaco<.+ cielo cckemes 2 ares 1.30 


MeHongs EUDPSLS) mare ancl teaiers Ale 
Ziangbe Rubbers 
Shanghai Kelantan 
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HONGKONG COMMODITY MARKETS 


Perhaps never in the history of 
‘Hongkong have such chaotic conditions 
existed in the commodity markets and 
such uncertainty of outlook as during 
recent weeks when, in an endeavour 
to check the flow of strategic materials 
to China the U.S. imposed an embargo 
upon such shipments and_ included 
Hongkong in the prohibition. Last 
week was no exception. The publica- 
tion of the U.S. positive list of pro- 
hibited goods showed the wide field 
covered and filled merchants with dis- 
may, as a large number of the items 
required in the Colony are not easily 
procurable elsewhere. Speculators took 
full advantage of the uncertainty and 
mercilessly played upon every rumour 
that could help to raise prices. Phar- 
maceuticals offered the best target, and 
it has keen estimated that these items 
together with industrial chemicals and 
metals have accounted for an increase 
in prices on the local market of close 
upon 400% since the beginning of 
December. The drain upon local stocks 
by the heavy purchases made by the 
Chinese communists of materials that 
could be used for the “volunteer” force 
that was being equipped to fight in 
Korea, reduced these stocks to an 
alarming extent and created doubts as 
to whether they could be replenished 
within a reasonable time. When prices 
had advanced high enough profit tak- 
ing was indulged in and goods to the 
tune of $30 million, mainly phar- 
maceuticals, were unloaded. 


The following table shows _ the 
heights to which some of the prices 
rose during the December-January 5 
period : 

Increase 
Dec. 1 Jan. 5 Jo 
Pharmaceuticals 


Lilly’s sulfadiazine .. $165.00 $580.00 251 


Lilly’s sulfathiazole .. 46.00 250.00 443 
Park Davis’ 

Chloromycetin 32.00 140.00 338 
Penicillin (powder) 

200,000 units ...... 1.74 6.80 290 
Industrial Chemicals 
Glycerine: © f.(cfete ajs.2/+1 3.60 5.60 55 
Zine oxide 99% 1.90 3.00 52 
700-lb. caustic soda .. 200.00 275.00 37 
‘Chlorate of Potash .. 0.95 1.40 47 
Mimosa Extract 

(erO WI) PP ew cans oie 1,10 1.49 35 
Metals 
G30 galvd. mild steel 

ECE CM hans de meao 10 10 60 
Mild steel plates 3/32” 92 105 14 
G5 tinplates ........, 400 450 12 
40’ mild steel round 

Joy ENe) ee mcchemores Wapatean 55 76 38 


The counter measures taken by the 
Chinese authorities in twice pushing up 
the value of the Chinese dollar, cutting 
out direct trade with the U.S. and re- 
viving the import export barter system 
for foreign trade, with stress laid upon 
the import of strategic materiais; has 
added another load to the weight 
already carried by the mercantile 
community, and has also sent up prices 
in the China produce market. 


From the point of view of Hongkong 
an urgent need exists for a settlement 
of the question as to what commodities 


from the U.S. should be permitted for 
use in the Colony, in order that it may 
adjust itself to the changed conditions 
and a stop be put to the plethora of 
rumours that at one moment bade fair 
to affect in some respects the trading 
stability of the community. 


Raw Cotton 

The insistence by Hongkong import- 
ers upon raw cotton shipments from 
Pakistan being despatched by other 
than U.S. vessels or by ships not touch- 
ing at Manila, has made it difficult for 
Pakistani exporters to accept large 
orders. Around 3000 bales of raw cot- 
ton have been ordered from Egypt and 
some from Turkey, but not enough to 
meet requirements. Prices on the 
local market remained steady, ‘with 
the price of Burmese raw cotton show- 
ing an increase to $2.80 per lb. Pakis- 
tan NT-roller gin and LSS-r.g. stood 
at $3.90 per lb., while 4F-r.g. and 
289F-r.g. were quoted at $3.75. 


Cotton Yarn 

Some activity was noticeable on the 
cotton yarn market with orders from 
Thailand, the import restrictions having 
been relaxed, and interest also shown 
by buyers from Malaya and Indonesia. 
Indian yarn was mainly in demand, 
the price on the local market being 
lower than that asked in India. Local 
mills were also requiring Indian yarn. 
Mysore Spinning & Mfg. Co. 10’s rose 
to $1360 per bale and Shamji Kalidas 
to $1340 per bale. In 20’s, Minerva 
Mills rose to $1780 per bale, Model 
Mill, Nagpur, to $1720, Vijayalakshmi 
Mills to $1790 and Sidhpura Mill to 
$1650 per bale. 


Cotton Piece Goods 

With low stocks, the approach of 
Chinese New Year, doubts as to ob- 
taining fresh supplies of cotton piece 
goods from Japan, and the restrictions 
still imposed upon the export of cotton 
piece goods from India, prices on the 
local market rose further, especially 
as there is little likelihood of any sup- 
plies from Shanghai for some time to 
come. In grey sheeting, ABC rose to 
$68 per bolt and Five Stars to $69, 
while Flower & Bird was offered at 
$73 and Mammoth Bird and Pros- 
perous rose to $74 per bolt. 


Metals 


The barter trade with China, under 
which commodities will only be ex- 
ported against certain essentials of 
which metals come high on the list, 
has caused a heavy depletion of stocks 
in certain lines. Speculative activity 
also causes the market to react heavily 
whenever there is a demand from 
China. Last week, as a result the 
market showed an upward trend in 
most items, and particularly where 
mild steel plates were concerned. 


Mild steel plates with heavy buying 
by traders from China rose consider- 
ably, 4’x8’ ¥” from last week’s quota- 
tion of $88 rising to $90 and $95 per 
picul (133.3 lbs.) and other specifica- 
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tions following suit, 3/16” and %4” 
with large transactions were quoted at 
$92 per picul from $82 and $79 respec- 
tively, while 5/16” to 42” were offered 
at $90 per picul against the earlier 
price of $80. Hopes are expressed that 
supplies of mild steel bars will be 
forthcoming from France and Belgium. 
as well as of mild steel bars. Mild 
steel round bars, 40’ 5” to 1”, with 
depleted stocks, rose successively to 
$74 and to $80 per picul ; 20’ 14%” to 3” 
closed at $72 per picul and 4” to 6” 
were offered at $70 per picul. Angle 
bars, with heavy demands from China, 
showed an even greater increase in 
price: 8/16” thick 1144” and 134” rose 
to $80 per picul, %4” thick 2” closed at 
$75 while 24%” sold at $80 per picul, 
8g” thick 3” was quoted at $85. Flat 
bars were all offered at $67 per picul, 
with the exception of %” thick 1”-3” 
which was quoted at $68 per picul. 


Industrial Chemicals 


Speculators were able to do what 
they liked with the industrial chemi- 
cals market during the week. The tight 
money situation caused many import- 
ers to mail their bills of lading to the 
U.S. in order to have the goods which 
had been shipped back following the 
embargo sold in that country. The 
shortage of stocks was felt more acute- 
ly when it was realized that supplies 
from Europe and _ other’ countries 
would take some time in coming even 
if available in the required quantities. 
Crown brand quebracho extract fetch- 
ed $1.49 per lb. while forward goods 
were $1.30 per Ib. Zine oxide was 
quoted at $3 per lb. US. caustic soda in 
700-lb. drums was offered at $280 per 


drum. White vaseline rose to $1.85 
per lb. Lithopone was quoted at 
$1.15 per lb. 

Fertilizers 


Sulphate of ammonia showed in- 
creases in some lines: ICI black moon 
100 kilo. forward price for shipment 
afloat (Dec.) rose to $645 per ton; 
USA duck brand 100 lbs. was offered 
at $650 per ton and USA water buffalo 
brand 100 lbs. gunny bag was quoted 
at $670 per ton. 


Cement 


With heavy demands from China for 
cement, dealers are faced with difficul- 
ties in obtaining supplies in view of 
the embargo upon exports from Japan. 
The Green Island Cement Co. in 
Hongkong is working to capacity to fal 
requirements. The price of Horse 
brand, Tientsin, rose to $6.90 per 1 
cwt. bag, Indochina Dragon brand in 
94 lb. bag rose to $6.70, and Bate 
brand white cement from Denmark 
increased to $15.20 per 1 ecwt. bag. 
Emeralcrete rapid hardening cement 
(Green Island) closed at $8.80 per 112 
lb. bag, after rising to $9 per bag early 
in the week (official price raised to 
$7.80 per bag), Emerald brand (Green 
Island) rose to $8.70 per 112 lb. bag-but 
closed at $8.40 (official price $6.80), 
Snowcrete British white cement fetch- 
ed $61 per drum of 375 lbs. nett cltos- 
ing at $60 (official price $55), and the 
1 cwt. bag sold at $17 dropping later 
to $16.50 (official price $15). 
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China Produce 

Merchants have gradually familiaris- 
ed themselves with the requirements 
of the import-export barter system 
imposed in Canton in respect to foreign 
trade in tungoil (woodoil) and it is 
hoped that ‘this trade will soon ap- 
proach normal conditions. As was an- 
ticipated, the decision of the Chinese 
authorities not to ship tungoil to the 
U.S.A. whilst their embargo against 
exports to China continued, has 
brought heavier demands from Europe. 
The turnover during the week amount- 
ed to around 3000 tons of tungoil, pur- 
chased by European dealers at £240/ 
£250 per ton. On the local market the 
price rose to $220 per picul. Teaseed 
oil, although not very active, showed 
an increase in price as a result of the 
exchange adjustment in China, the 
closing price for 4% f.f.a, being $210 
per picul. For the same cause aniseed 
oil rose to $1300 per picul, and cassia 
oil went to $2650 per picul, but trans- 
actions were few at these rates. 


After having risen to $100 per picul, 
the price of cassia lignea (West River) 
f.o.b. 1st quality in 1 ewt. bales fell to 
$95 per picul at which rate there was 
considerable activity; cassia lignea 
(West River) 80 lb. bales likewise fell, 
to $92 per picul f.o.b., and the loose 
packing dropped to $90 per picul. 


Arrivals of China produce during 
the week under review were as 


follows: 
TANS OLS srecere: stetere, coxtstets 3,149 drums 
Seasame:oil. 2.00. eee 210 drums 
Aniseed= oll isis te Gee aire 9 drums 
Rapeseed oil .......... 105 drums 
VPCASCEG.OLl crs aiiaisrapeete avers 17 drums 
Groundnut. oil, 9..%:./5.... 279 drums 
HS@OMS eden wi cie cihs.scjenatere eve 30 tons & 
3,578 bags 
Groundnuts jo). a.\..cste. 60 tons & 
11,081 bags 


Trade’ of Hongkong and the U.S. 

The trade of the Colony with the 
U.S. during the January-November 
period of 1950 reached a total of 
HK $868,302,099 (£54.26 million, 
US$149.7 m.); imports accounted for 
$579,703,795: or 14% of Hongkong’s 
total imports, and exports to the US. 
for $288,598,304, or 8% of the total 
exports; the excess of imports was 
$291,105,491. With such a preponder- 
ance of imports from the U.S., it is 
evident that even if the embargo on 
shipments to Hongkong were relaxed, 
the loss in the Colony’s trade cannot 
but be heavy . 


For the eleven months the trade be- 


tween the two countries was as 
follows : 
January .... $66,792,823 $23,206,021 
February 49,259,280 10,543,110 
Mareh> “ as-.cm. 54,014,669 14,948,269 
April, ~  ccxse 42,881,674 14,529,847 
Way jlywisshiren 69,534,484 29,157,890 
UNE! Her eisiaee 56,587,162 23,601,657 
DULY? eave ats ae 37,345,270 31,295,767 
August). ccet 47,750,540 42,550,848 
September’ ... 49,820,009 33,503,964 
Octobe? no viens 9 51,173,481 39,747,101 
November 54,544,453 25,513,830 
Totals a teres 579,703,795 288,598,304 


U.S. Trade with China & Japan 

Raw materials purchased by the 
U.S. from China in October amounted 
to US$19.6 million, or $3 million more 
than in September, according to figures 
released by the US Dept. of Commerce. 
U.S. exports to China totalled only 
about $1 million for each of these two 
months. 


Shipments from Japan to the U.S. 
during October, totalled US$21.6 mil- 
lion, and in September amounted to 
$18.6 million. Imports into Japan from 
the U.S. continued to exceed exports, 
notwithstanding the progress made 
towards becoming self-supporting. 
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HONGKONG RAILWAY 


December Report of Kowloon Canton 
Railway 
Passenger traffic showed a small in- 
crease over the previous month, 
figures being as follows : — 


This month Last month: 


Upin. ss ciety 269,066 267,311 
Down .. 265,025 262,355 
534,191 529,666 


The increase is seasonal and was 
also partly due to a festival at Shatin. 
between Dec. 2nd and 8th. In this con- 
nection, several extra trains were run 
during the week to cope with the num- 
bers travelling. It is of interest to 
record that on Sunday, December 3rd.,. 
44 trains were operated over the Bri- 
tish Section, passengers carried ex- 
ceeding 28,000 which is thought to be 
a record in any one day for this small 
Railway. ‘The figure would probably 
have been still larger, but for an un- 
fortunate derailment caused by mis- 
guided but enthusiastic efforts to speed 
up train movements at Shatin. 


Goods tonnage conveyed was 32,643 
tons against 38,798 tons for the pre- 
vious period. The drop was probably 
due to wagon shortage which occurred 
for a period early in December. It 
would appear that the number of 
wagons availAble on the Chinese Sec- 
tion is very limited as it has been 
noticed that the supply of wagons is 
often irregular. 


Revenue earned (November 16 — 
December 15th.) :— ‘There has been 
a drop in revenue for both passenger 
and goods traffic for the four weeks 
ending Dec. 15th 1950. Passenger re- 
venue declined by $18,166 from $612,444 
to $593,978 due to shorter journeys 
arising from a festival at Shatin, and 
goods by $46,869 from $253,606 to 
$206,737 due to a shortage of Chinese 
Section wagons. 


the: 


